by world-famous industrial designer 


Brooks Stevens 


na new color, Mountain 


Spring Green 





NEW, REDESIGNED 


TYPE 116-216 WINTER AIR CONDITIONER + 90,000—110,000—130,000—150,00 Btu input 
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For complete year-'round Air Conditioning 
The cutaway view above shows how the 
Type 116-216 is designed and styled for 
cooling simply by inserting the compact, 
24-inch square, Type 916 cooling module 
between the heat exchanger and the blower- 
filter unit. 

Or the Type 116-216 can be installed with 
the cooling casing in place. Then, later, the 
Mueller Climatrol coils and condenser can 
be added. No matter which way it is in- 
stalled, the Type 116-216 provides the finest 


home comfort available. 
0-159A 


It's better in appearance, better in 
performance — adds value to any home 


Homes equipped with a Mueller 
Climatrol Type 116-216 are homes 
whose resale value holds up — 
homes that sell fast. 

In the Type 116-216, the home 
buyer gets famous Mueller Clima- 
trol Designed Convertibility. He 
can use the unit for oil now — 
convert to gas later—inexpensive- 
ly, and get the same top efficiency. 

And he gets extra value for his 
heating dollars with such Mueller 
Climatrol features as: (1) All- 
welded, heavy-gauge steel heat- 
exchanger with free-floating radi- 
ator that eliminates expansion and 
contraction noises. (2) Large blow- 


Mueller Climatrol 


er that is cushioned on rubber for 
quiet operation. 

The Type 116-216 gives the 
builder extra salability, with the 
eye-appeal of new, modern styling 
and a handsome, new finish — the 
buy-appeal of Designed Converti- 
bility and famous Mueller Clima- 
trol performance. 

Here is one more example of 
the leadership in design and quai- 
ity that has made Mueller Clima- 
trol the Big Name in Heating. 

Get the complete stor; on the 
Mueller Climatrol Type 116-216. 
Write for specifications and engi- 
neering data today. 





2054P W. Oklahoma Ave. 
Milwaukee 15, Wisconsin 
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. Title Guarantee Service 
: in 62 cities for 


safeguard them against 
title defects 


A Chicago Title Guarantee Policy protects 
your mortgage even against bidden title 
defects not found in the records. Should the 
title, as guaranteed, be questioned, 

Chicago Title and Trust Company instantly 
takes over its defense ... pays the full 

cost of litigation ...and settles any losses. 
Illinois offers no other title protection 

with such financial strength behind it—nor 
such long experience in Illinois real 

estate. As to prompt service, Chicago Title 


Guarantee Policies are issued locally, 
in 62 cities throughout Illinois. 


: i¢ On your larger loans, we reinsure 
CHICAGO for title companies in other states 


anea- 
GUARANTEE Chicago Title 
POLI 
and Trust 
SSUED LOCALLY Company 


62 CITIES 111 West Washington Street 
Chicago 2 


right where the 

on 

Springfield Decatur ‘Danville .** 

Rockford Edwardsville oor 
Ottawa 


property is 'ocated 
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NATIONAL HOME 
MORTGAGES ARE 
SOUND LONG-TERM 
INVESTMENTS 











NATIONAL HOMES... 
a Rapidly Expanding Mortgage Investment Source 





















Since 1948 National Homes produc- 
tion has grown over 1200%, home 
building as a whole less than 40%. 
Such a tremendous gain could only 
have been achieved with superior 
design, quality and value. These fea- 
tures have always been found in our 
product—even more so in today’s 
newest Nationals. They are your 
assurance that National home mort- 
gages are sound long-term invest- 
ments. Your inquiry is invited. 


Copies of our Annual Report for the 
fiscal year ended June 30, 1954, are still 
available to financial institutions. 


© w.n.c. 1954 


Nation’s Largest Producers of Quality Homes 
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| 455% 


this is the average net yield 
for firm offerings on our 
current 30-year VA loans 


(assuming pre-payment in 10 years). 


for even higher yields... 


“Stand-by” deals at a 1% non-refundable fee. 


These are quality loans in good locations. 


during the past 10 months... 


our mortgage sales of VA and FHA loans 
exceeded $150,000,000. .. reflecting ever- 
growing recognition of Stalford Mortgage Co.'s 


established policy of “highest yields from qual- 


ity merchandise" 


We invite you to call or wire collect for 
latest offerings...or one of our officers 
will be pleased to call on you. 


STALFORD MORTGAGE CO. 
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589 CENTRAL AVE., EAST ORANGE, NEW JERSEY 
Phone ORange 6-1500 
Western Office: 


448 S. CANON DRIVE, BEVERLY HILLS, CALIFORNIA 
Phone BRadshaw 2-841! * CRestview 4-7311 





“|t Lynwood, our Gunnisons ” 
outsold conventional homes (tof 


says E. L. Bowles, President, E. L. Bowles, Inc., New Haven, Conn. 





| i September 1952, E. L. Bowles, Inc., United 
States Steel Homes Dealer in New Haven, Con- 
necticut, secured land options in a development 
called Lynwood, where conventional houses 
were being built. 


Mr. Bowles told us: “We built and sold 10 
Gunnison Homes that fall. The next spring. 
when we opened our model home, we sold 33 
Gunnisons in one month. Of the total of 52 
people who bought in that development, 45 
bought Gunnison Homes instead of the com- 
peting conventional homes. That’s solid proof 
that Gunnisons have more sales appeal. 





MODEL HOME. This tastefully-decorated Coronado is open for inspection from 2—9 P.M. P Right ar we re concentrating ™ Cham- 
daily. A hostess welcomes prosp on ds. Local department store furnished the pions and Coronados. We can build a 28’ x 24 


Remo in cuteen Cen geemaniinn Gremaanee Champion in about 212 man-hours, including 
roof shingling and all cleanup. A 40’ x 24’ 
Coronado requires 295 man-hours. 





“The large number of Gunnison Homes de- 
signs make it possible to build for almost any 
market in the low and medium price range.” 


Like every United States Steel Homes Dealer, 
E. L. Bowles, Inc., is a successful local builder 
with years of experience in home building. 
This dealer gears his homes to the local markets 
to assure continued success. He has the back- 
ing and active assistance of United States Steel 
Homes. 


Write for information about the attractive 
investment possibilities offered by products of 
United States Steel Homes, Inc. 


HOW THEY DID IT 


Building prefabricated Gunnison Homes: exceptional home 
values at attractive prices. 


2 may operations to market conditions. Currently develop- 
_ ty of G Homes priced from 
$9195 to $12,500. Lots average 100’ x 180’. 





3 Maintaining trained construction crew of 7 men all year. 
* Crew is enlarged to 20 men during building season. 40’ x 24’ 
homes require 295 man-hours to complete. Buyers move in 

3 months or less. 





NATURAL BEAUTY. Wherever onli E. L. Bowles, Inc. preserves the trees and other 
natural advantages of the land. 4. Planning every development well in advance of actual con- 
* struction. Local government approval and financing made 

easier because all Gunnison designs are accepted by VA 


S and FHA. 
United States Steel Homes, bine, sxe: wom i emu 


make these homes good investments. 


“Gunnison”, “Champion”, and "Coronado" — trade-marks of United States Stee! Homes, Inc. 


GENERAL OFFICES: NEW ALBANY, INDIANA 6 Letting home “‘sell itself’’ by featuring well-furnished model 
* hy . d ising, i nd radio, tied i 
DISTRICT OFFICES: Atlanta, Ga. + Chicago, Ill. « Columbus, Ohio + Dallas, Texas pr yee ato pinrrn Aap 4 pent y ~~ 
Harrisburg, Pa. - Louisville, Ky. « Newark, N. J. « Omaha, Neb. Homes, Inc. Good use made of newspaper ad mats supplied 
by United States Steel Homes. 


UNMIite’gD$ Stare. 
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HOME OFFICE LOS ANGELES 





Protecting California Titles 


When selecting a title insurance company, the man of 
good judgement considers the demonstrated soundness 
of its management and the assets back of its policies. 

Title Insurance and Trust Company, with capital, 
surplus, and undivided profits of more than $33,000,000 
accumulated through conservative management over 
the sixty years of its existence, offers in twelve Califor- 


nia counties the best safeguard for buyers and lenders. 


Southern California’s 
Oldest Trust Company 


America’s Largest 
Title Company 


Title Insurance and Trust Company 


433 South Spring Street - Los Angeles 54, California 
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Why is a P&H Home a better investment? 








’ avin 


eee ges Pe 


...because it’s a Harnischfeger Home 





oan people understand stability. That is why With P & H Homes, the package prices and sales 
P&H omes—prefabricated only by the prices are established, so evaluations are less of a prob- 

Harnischfeger Corporation—are becoming preferred lem. Processing is standardized and faster, so the lender’s 

sources of home loan investments. Lenders know and servicing overhead is lower. 

value the sound reputation that Harnischfeger has built Tap this source of sound, profitable loans. 

in 70 years of manufacturing construction and materials Write for the name of the P & H Home builder 

handling equipment— and in 20 years of home fabricating. in your area today. 


They know this reputation for quality craftsman- 
ship and popular design means more value for the buyer, 
and a better investment for them. And they know the 


fine record that P & H Homes have on resale value. $e teees 

The builders of P & H Homes are generally the st cat 
most efficient and successful in their communities—the - * . 
popular designs, high construction standards, and cost- HAR ia S C 4 FE 





cutting erection methods almost assure it. The speedy 
erection of P & H Homes is an advantage to the lender as 
well as to the builder. He can make shorter-term com- : 
mitments for loan purchases; capital turns over faster. - 


+11 Spring St., Port Washington, Wisconsin 
Phone Port Washington 611 


a 


WELDING EQuiPmENT OVERNEAD CRANES 


The line 








TRUCK CRANES DreSEL ENGINES POWER SHOVELS PREFABRICATED MOmES moisTs SOUL STABILIZERS 
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1. The unusual flexibility of Mod- 
ern Homes’ designs permits the builder- 
dealer to meet a wide range of local 
preferences in homes. Exceptional, ex- 
clusive features draw buyers in swarms. 


i 





4, Unique sales appeal goes with 
Modern Homes such as exclusive Power- 
Glide power-operated windows . . 
sound conditioning throughout .. . first 
quality birch kitchens. 





2. Precision machinery doesn’t make 
mistakes. It provides workmanship that 
other methods can’t duplicate. Finest 
materials and erection know-how mean 
quality at popular prices. 





5. Moderns are advertised nationally 
to help local sales. Exciting, action- 
getting advertisements appear in Living, 
Better Homes and Gardens, Small Homes 
Guide, Parents, and Woman’s Day. 


3. Smaller models can be roofed and 
locked up within 6 hours of delivery. 
Money is saved in labor, waste, clean- 
up, and vandalism. Higher unit profit 
is possible with Moderns. 





6. The Modern Homes builder- 
dealer receives compelling point-of- 
sale materials to help sell in his town. 
High-quality literature, displays, pho- 
tos, signs, and promotions make sales. 


Why a MODERN HOMES builder-dealer 
is GOOD BUSINESS for you... 


= - The Modern Homes builder qualifies as a good 
P/. 
ciatie-'7 
. ' s 


businessman before he is franchised a dealer. He has 
an organization of skilled building tradesmen. He is 
prepared to do a volume business in quality homes. 

But, more to the point, you lend mortgage money 
on the home itself. The picture story above shows 
you why mortgage money on a Modern Home is as 
safe as it would be in your own vault. 


Another point to understand is that with Modern 
Homes a builder can usually build two to three times 
as many homes during the season as by conventional 
means. This faster turnover means more money for 
him—and more money for you. 

Investigate the Modern Homes method. A factory 
representative will call at your convenience. Urge 

our builder friends to consider Modern Homes. 
ou will both benefit. Write today—MODERN 
HOMES CORPORATION, 14507 West Warren 





Pictured above is the new 1955 “‘Windsor.” This is just one of 
a dozen buyer-attractive houses offered by Modern Homes. 
High FHA and VA appraisals ofttimes meet the low selling 
price on these smartly designed and built Moderns. Avenue, Dearborn, Michigan. 


motlerm| (A hogs 


CORPORATION 
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handle your title insurance needs 


you'll find LOUISVILLE TITLE service 
ACCURATE...FAST...FRIENDLY 


‘‘Louisville Title’’ policies have earned the sound 
respect of mortgage bankers, insurance companies, 
attorneys, builders and home owners. 





THE MORTGAGE BANKER «+ November 1954 9 








Specify Higgins Oak Block — 
the floor that closes the sale 
when you open the door! 


NEW FLUSH FIT ELIMINATES 
DUST-CATCHING GROOVES 


SUPER-SURFACE IS THICKER, &@ 
WEARS LONGER 


WATER REPELLENT 
MINIMUM UPKEEP I 
VERMIN RESISTANT 
ROT RESISTANT 
LIFETIME BEAUTY 


EASY TO INSTALL OVER @ 
ANY SUBFLOOR 


BONDED HARDWOOD BLOCK FLOORING BY 





















































When the FLOOR is the focus of decision 


The home-buyer opens the door of the new house, takes one step— 
on the quiet, lustrous luxury of Higgins Block—and the house is sold. 
It happens all over the country every day, and for good reasons. 
More than 80% of the market, by actual nationwide survey~* prefer 
oak flooring over all other flooring material. Here is the matchless 
beauty, the legendary durability of genuine oak—and at a cost that 
makes sense in a modest home. 

Bonded under great pressure and intense heat, Higgins Block when 
installed in the recommended manner is the most durable wood 
flooring available and will give trouble-free service for generations. 
Its extra heavy wearing surface, factory wax-treated, requires only 
minimum care because the wood pores are permanently sealed 
against dirt and stains and the new Higgins Flush Fit eliminates 
dust-catching grooves. 

Other floors may look like Higgins Block, but there is no substitute 
for Higgins performance, economy and sales-appeal. Write for details 
and the address of a dealer near you. 


*NOFMA 






OF WEW ORLEANS 
NEW ORLEANS 22 


INDUSTRIES INC. 
BOX 8169 « 


PP 








THE WONDER-WOOD MADE WORLD FAMOUS IN HIGGINS HARDWOOD-HULLED FIGHTING CRAFT 
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PROTECTION 


Licensed to do business in the following states: 


Arkansas e Florida e Georgia e Indiana e Kansas e 
Louisiana ¢ Mississippi « Missouri e Nebraska « 


TITLE INSURANCE CORPORATION 810 Chestnut MAin 1-0813 
of St. Louis, MeCune Gill, President 10 South Central § PArkview 7-813! 












where experience 


When titles are to be insured, it’s experience 
and ‘‘know-how’’ that count. 

Lawyers Title has insured more titles to 
multiple and large scale housing projects than 
any other title insurance company in the Nation 

. has been confronted with almost every 
conceivable title question incident to such 
projects is familiar with the title require- 
ments of government agencies and corporate 


lawyers Title 


Insurance (orporation 


Operating in New York Stale as 
( Virginia) Lawyers Tille Insurance Corporation 
Home Office ~ Richmond .Virginia 


es 


12 THE MORTGAGE BANKER + November 1954 





really counts 





investors in real estate securities . . . is an old, 
seasoned hand at quickly and courteously 
solving the title insurance problems of the 
builder, the loan originator, the lawyer and the 
lending institution. 

There is no other title insurance company 
with so much to offer you in experience, in 
financial strength, in national reputation and in 
sound title protection. 


TITLES INSURED THROUGHOUT 41 STATES 


NATIONAL TITLE DIVISION OFFICES 


Chicago New York 
BRANCH OFFICES IN: 
Akron, O. Dayton, O. Pontiac, Mich. 
Atlanta, Ga. Decatur, Ga. Richmond, Va. 
Augusta, Ga. Detroit, Mich. Roanoke, Va. 
Birmingham, Ala. Freehold, N. J. Savannah, Ga. 
' Miomi, Fla. Springfield, III. 
Cincinnati, O. > N. J. Washington, D. C. 
lew Orleans, la. white Plains, N. Y. 


Cleveland, O. 
° Newport News, Va. ses 
Columbus, Ga. New York, N. Y. Wilmington, Del. 


Columbus, O. Winston-Salem, N. C. 
Dallas, Tex. Pinttoorgh: Pa. Winter Haven, Fla. 


REPRESENTED BY LOCAL TITLE COMPANIES 
IN MORE THAN 175 OTHER CITIES 


I 
! 
1 
1 
! 
! 
I 
1 
1 Camden, N. J 
1 
l 
1 
i 
1 
1 
! 
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A REDEEMABLE CURRENCY 


A prospect for some future time? —or is it something 
to be forgotten as apparently most people have done 


HE outlook for a sound currency 

in the United States is shrouded 

in uncertainty There apparently is no 
basis at present to justify confidence 
that the Republican Administration 
intends to provide the people of this 
nation with a redeemable currency. 
Unfortunately and regrettably, the 
latest session of Congress provided 
evidence to the effect that the new 
Administration is not a good doctor 
in so far as the monetary bloodstream 
of this nation is concerned. Senator 
Bridges offered a sound prescription; 
but his associates were so enamored 
with the intoxicating effects and as- 
sumed beneficial possibilities of the 
drug of irredeemable currency that his 
proposal to save our people from the 


ultimate effects of that subtle, but 
deadly, drug seemingly yielded no 
positive beneficial 
result aside from 
the opportunity 
provided various 
monetary econo- 
mists, and others, 
to offer constructive 
actual testimony in 
support of the 
Bridges bill. 
Various obstacles, 
thus far overwhelm- 
ing, but none of them in the best inter- 
ests of our country, are preventing our 
people from having the benefits of a 
healthy monetary bloodstream—that 
is, a currency redeemable in gold at 
the present statutory rate of $35 per 





a 


Walter E. Spahr 


By WALTER E. SPAHR 


fine ounce, with uses of credit con- 
fined to self-liquidating transactions. 

One of these obstacles is the old 
and well-established fact that once 
a people are given a taste of the 
insidious and corrupting drug of ir- 
redeemable currency they quickly 
embrace it and, in the manner of 
drug addicts, employ every argument 
which the human mind can devise 
as to why they should not be deprived 
of it. 

Another and ominous obstacle to a 
sound and honest money is the posi- 
tion taken by our Federal Government 
beginning in 1933 and continuing 
down to date. It was widely expected, 
or at least hoped, that the new Ad- 
ministration would demonstrate a 
higher type of understanding and re- 


One of the biggest and most important economic facts in this country is one which most people 


of this generation apparently have forgotten—a redeemable currency. It’s been so long since 
the nation had a redeemable currency that few—wvery few indeed—in business, finance or 


government seriously advocate going back to a convertibility basis. But no explanations or arguments can 


disguise the fact that a redeemable currency is a basis for economic stability that nothing 
else can supply. What Dr. Spahr has to say is like a voice in the wilderness. He sees practically 
no hope at all that we'll have a redeemable currency again anytime in the foreseeable future, 
principally because almost everyone has been lulled by the drug of an irredeemable currency. If he’s right, 
then what’s ahead? His answers are a little frightening: that sometime, in some way, we'll 


have to go through a severe economic disturbance just because we have turned our backs on one 
of the foundation stones of our free enterprise economy, a fully redeemable currency. 
Dr. Spahr is Chairman of the Department of Economics at New York University and executive vice 





president of the Economists National Committee on Monetary Policy. 
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sponsibility in respect to our people’s 
monetary system than was shown dur- 
ing the two preceding decades. But 
such, unfortunately, has not been the 
case. Officials of the Treasury and of 
the Board of Governors of the Federal 
Reserve System have taken the posi- 
tion that an irredeemable currency 
is better than a redeemable currency 
for our people at this time and for 
an indefinite future time, but for op- 
posite reasons—Dr. Burgess, for the 
Treasury, because our economic situ- 
ation is not good enough, Mr. Martin, 
for the Reserve Board, because it is 
not bad enough. Also of significance 
is the fact that Dr. Burgess’s defense 
of an irredeemable currency as a 
Treasury official stands in direct con- 
flict with his arguments in behalf of 
a gold standard and redeemable cur- 
rency prior to his appointment as a 
Treasury official in the present Ad- 
ministration. 

To the obstacle to an honest and 
sound currency provided by the Treas- 
ury and Federal Reserve officials must 
be added the office of the President, 
or perhaps one should say Presidential 
advisors, since Dr. Burgess stated in 
his opposition to the Bridges bill that 
his views were “in accordance with 
those of the White House.” 

Our irredeemable currency 
provides the United States Treasury 
and Federal Reserve banks with pow- 
erful special privilege without corre- 
sponding responsibility—with the right 
to issue promises to pay without being 
called upon to redeem them in the 
standard monetary unit (except for 
foreign central banks and govern- 
ments). Such an arrangement is evi- 
dence of either fiscal or moral bank- 
ruptcy on the part of a government 

moral bankruptcy in our case—and 
it is in conflict with the basic concept 
of honesty written into our body of 
contract law. But it provides an un- 
derstandable, though hardly com- 


system 


mendable reason, for one, why the 
Treasury and Federal Reserve author- 
ities wish to retain this improper 


power over the people of this nation. 

Another obstacle to the attainment 
of a redeemable currency lies in the 
absence of any strong leadership in 
the House or Senate in behalf of such 
a currency. The people of the United 
States have no John Sherman in 
Congress, as prior to the resumption 
of 1879, able and willing to lead the 
battle for a sound and honest money. 
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Apparently the majority of the press 
is opposed to any move to deprive our 
people of the drug of irredeemable 
currency. This seems to be true also 
of the majority of business leaders and 
of bankers. But this is the common 
reaction of those groups once a nation 
gets the taste of the intoxicating drug 
of irredeemable currency. Our people 


are conforming to the common 


pattern. In both cases, wise leader- 
ship, which rises above the inclinations 
of the masses, is required. Such leader- 
ship as has existed among our people 
in behalf of relinquishing the drug 
of irredeemable currency has not had 
the support of a sufficient number of 
government officials since early 1933 
to obtain the needed reform in our 
monetary system. 


For Those Who Can Remember, There 
Were Advantages of Solid Currency 


Powerful elements which have of- 
fered, and offer, a vigorous defense 
for irredeemable currency are govern- 
ment planners, Socialists, and Com- 
munists. Wherever they have control 
of a national government there one 
finds irredeemable currency. Aside 
from the use of military force, an 
irredeemable currency provides a dic- 
tatorial government with its best 
means of obtaining control of a 
people. With such a currency, a 
government can manage and bleed 
the people until their economy is 
practically destroyed. It is a weapon 
of government dictatorship. An ir- 
redeemable currency and impairment 
of human freedom are natural com- 
panions. 

Under our monetary system, which 
involves an irredeemable currency 
domestically and a restricted inter- 
national gold bullion standard in our 
dealing with foreign central banks 
and governments, our people are de- 
prived of various benefits which they 
could and should enjoy if our currency 
were redeemable. For example: 
>> Our people are deprived of a 
valuable property right—those seek- 
ing safety for their savings may not 
invest in gold or in claims to gold. 
»> They have been deprived of a 
major direct power over the govern- 
ment’s use of the people’s purse. 
>> They are deprived of the protec- 
tion against an orgy of government 
spending which an irredeemable cur- 
rency permits and invites. 
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>> They are subjected to the dangers 
of socialism or government dictator- 
ship in some similar form. 

>> They are involved in the risks of 
the great unsound expansions and con- 
sequent contractions in business and 
prices made possible and invited by an 
irredeemable currency. 

>> They are subjected to the common 
agitations for, and risks of, repeated 
devaluations which an irredeemable 
currency invites. 

>> They are deprived of the right 
to exercise their dollar claims against 
our gold while such right is given 
foreign central banks and governments 
whose demands for gold have shown 
themselves to be much more erratic 
than domestic demands. (For ex- 
ample, from January, 1923, to Feb- 
ruary, 1933, inclusive, the percentages 
of our gold exported and earmarked 
for foreign account ranged from zero 
during the months of April to June, 
inclusive, in 1923, to 15.83 in October, 
1931, whereas the percentages of our 
gold stock in domestic circulation 
during that period ranged from 1.44 
in April and May, 1931, to 6.32 in 
February, 1933.) 

>> Our people are subjected to the 
difficulties arising from the fact that 
all holders of dollars other than cen- 
tral banks, not domestic holders only, 
lack the right to demand their re- 
demption in gold. 

>> Our people are deprived of the 
freedom of enterprise in foreign trade 
and investment that could be had if 
our currency, and others, were freely 
redeemable. 

»> They are deprived of the benefits 
of real internationalism which is ob- 
structed by the use of irredeemable 
currencies. 

>> They are subjected to inaccurate 
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id misleading legends — that is, 

romises to pay—on our money. 
»> They live in a situation in which 
privilege without corresponding re- 
sponsibility is granted Federal Reserve 
banks and the United States Treasury, 
a practice that is not tolerated in our 
body of contract law applicable to all 
others who reside in this country. 


»> They are deprived of the privilege 
of living under a government that is 
not practicing moral bankruptcy in 
the field of money. In respect to this 
last point perhaps it should be em- 
phasized that the use of irredeemable 
bills of credit by a government and 
its authorization to banks to issue 
irredeemable promises to pay are evi- 
dence of fiscal or moral bankruptcy 
on the part of that government, and 
that since our government is not fis- 
cally bankrupt, it follows that our 
practice constitutes a case of moral 
bankruptcy. 

The history of resumptions indicates 
that if our people are to be rescued 
from an irredeemable currency and 
its inherent disadvantages and dangers 
some political leader or leaders must 
emerge who can and will effect the 
reform. Such reform does not arise 
from a popular demand for 
resumption. Drug addicts are rescued 
by informed and tough doctors. Thus 
far since early 1933 we have been 
without such leadership in respect to 
rescuing our people from their addic- 
tion to the drug of irredeemable cur- 
rency. 

Should such leadership not emerge, 
then our people may be forced to re- 
learn a very old and oft-repeated 
lesson through a bitter experience 
which we should be intelligent enough 
to avoid. That lesson could appear 
in the form of a severe economic 
crash arising from the economic mal- 
adjustments which an irredeemable 
currency fosters or in the form of a 
progressive depreciation in the pur- 
chasing power of our dollar which 
it also invites. 

We are pursuing a monetary pro- 
gram that can lead to either conse- 
quence. There would appear to be 
little evidence to support the belief 
or hope that, because our wholesale 
price level has been relatively steady 
since 1951, we are in a state of nice 
economic equilibrium; and precedents 
fail to suggest that such a steady 
price level is likely to continue for 


any great length of time. We had a 
relatively steady price level from 1923 
to October, 1929. Then came the 
economic crash. 

The monetary doctrine being pro- 
pounded by Treasury officials of this 
Administration is in its essentials the 
same as that of the 1920’s which 
ended in the catastrophe beginning 
in October, 1929. The currency is 
said to be sound if the price level is 
stable and the Federal budget is bal- 
anced. We had those conditions, 1923- 


1929—and, in addition, the benefits of 
a redeemable currency. And _ then 
came the collapse. Treasury pro- 
nouncements today in respect to what 
constitutes a sound currency and as 
to the meaning of a stable index of 
prices would seem to suggest that the 
experiences of 1923-1929 have no 
lessons of value for present key Treas- 
ury officials. And, moreover, we are 
laboring today under the additional 
dangers inherent in an irredeemable 
currency. 


Question Is: Have We Learned All 
the Rules of Control of Credit ? 


Still further, statements are emerg- 
ing, as in the late 1920's, to the 
effect that we have at last learned to 
overcome business cycles; and the 
widespread implication is, as in the 
1920’s, that since the wholesale price 
level has been relatively steady since 
1951 that is proof of a high degree 
of economic equilibrium. 

It is also a common, but unwise, 
practice among us these days to em- 
ploy a relatively few statistical items 
dealing with wealth, production, in- 
come, and so on, as indicators of the 
state of our economic health, and to 
ignore the mountain of debt which 
can act as a crushing burden should 
the value of assets, profit margins, 
and opportunities for employment 
contract to some distressing degree. 
Our common use of aggregates in our 
statistical data contains genuine dan- 
gers because they can, and often do, 
obscure or hide serious economic mal- 
adjustments. For example, we point 
to the growth in savings but we often 
or generally neglect to point, at the 
same time, to the volume of consumer 
and other credit outstanding and to 
face the fact that it is those in debt 
who can quickly find themselves in 
trouble and spread their trouble to 
others. And an index of productive 
activity which is compounded of ac- 
tivities including production in high 





degree for destruction, waste, and 
death is hardly to be taken as a good 
measure of economic health. 

Those economic forecasters who 
appear to take it for granted that 
we have developed a sufficient number 
of instruments of credit control, and 
understanding of their proper use, to 
prevent a sharp business recession or 
a sharp or progressive depreciation in 
the purchasing power of our dollar 
would: seem to be pursuing a course 
that has little or no justification in 
the light of the standards of science. 
We should also remind ourselves that 
those economic forecasters who go so 
far as to assert that this or that “will” 
happen are operating outside the 
bounds of science inasmuch as science 
deals with degrees of probability and 
recognizes no law of necessity in the 
recurrence or continuation of any 
observed sequence of events. 

Furthermore, the question arises as 
to whether we have in fact learned 
much in respect to the management 
of credit that was not known in 1939 
when the Federal Reserve authorities 
issued a statement (on March 13) 
endorsed by 66 monetary economists 
(April 10), a summary of which is 
that “Experience has shown . . . that 

1) prices cannot be controlled by 
changes in the amount and cost of 
money; (2) the Board’s control of 
the amount of money is not complete 
and cannot be made complete; (3) a 
steady average of prices does not nec- 
essarily result in lasting prosperity; 
and (4) a steady level of average 
prices is not nearly as important to 
the people as a fair relationship be- 
tween the prices of the commodities 

(Continued on page 19) 
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Has the Federal Reserve 





Done a Good Job? 


XACTLY 40 years ago the repre- 

sentatives of the people of the 
United States, in Congress assembled, 
completed an examination of the 
banking system as then organized and 
found it wanting. The deliberations 
of the Congress thereupon resulted 
in the passage of the Federal Reserve 
Act and its signature by President 
Wilson into law on Dec. 23, 1913. 
For the United States a new concept 
of banking was then established- 
“central banking,” or perhaps more 
accurately, “reserve banking”—which 
drew for its origins on the First and 
Second Banks of the United States 
and on the long experience of Euro- 
pean nations. 

With the passage of 40 years, this 
is a good time to assess the value to 
the United States of the concept of 
banking that was thus formulated 
the Federal Reserve System. Searching 
questions must be asked: 
>> Has the Federal Reserve System, 
a decentralized central banking sys- 
tem, the for which 
it was created? 
>> Has the Federal Reserve System 
grown with the times? 
>> Has the Federal Reserve System 
lived up to its responsibilities? 


served purposes 


Primarily, the answers to these 
questions lend themselves to general 
rather than specific answers. During 
the 40 years of its existence the Fed- 
eral Reserve System has not only come 
through, but helped bring this country 
through the fire of two devastating 
world wars, the battering storm of 
rampant speculation, the 
calm of unparalleled depression, and 
the and economic turbulence 
of our present age. 

For any national institution to have 
met the problems with which it was 
confronted in these four decades and 
in the process to have maintained 
public confidence—as I believe the 


corrosive 


S€ cial 
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Federal Reserve System has—is a 
testimonial to the genius of its creators 
and to the dedicated men and women 
who have stood steadfast in their 
resolve that this institution should 
unswervingly serve the public interest. 
First of all, survival unscathed over 
the past 40 years is proof that the 
concept of a decentralized central 
banking system is in keeping with the 
American way of life. The organiza- 
tion of 12 Federal Reserve Banks, 
each located in a distinct geographical 
district of the continental United 
States, and each operated by a board 
of directors and officers representative 
of the economic interests of the dis- 
trict, has made possible the kind of 
interdistrict exchange of opinions and 
merging of judgments that has led 
to the development of truly national 
monetary and credit policies. 


Any national institution that looks 
beyond its own official circle for 
guidance and the critical stimulus of 
outside opinion must, of course, possess 
the coordinating ties of a continuing 
expert personnel that keeps the pur- 
poses and functions of the institution 
clearly in the vision of those who 
are more temporarily recruited to its 
ranks, while at the same time drawing 
on the freshening outlook of their 
individual experiences. The Federal 
Reserve System has been fortunate in 
having an official personnel devoted 
to the public service—one that, in 
association with the public-spirited 
citizens who have served on the boards 
of directors of the Federal Reserve 
Banks and on the Federal Advisory 
Council, has provided a blend of 
public and private direction that has 
been of immeasurable value. It is safe 
to say that there is general agreement 
that the Federal Reserve System has 
satisfied the concept of a decentralized 
central banking system that was en- 
visioned by its founders. 
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If, then, it can be agreed that the 
Federal Reserve System is structurally 
acceptable, has it grown and prog- 
ressed with the times? The genius 
of the Founding Fathers of the Con- 
stitution of the United States of 
America supplied a document whose 
stated principles are unchallengeable 
in their fairness to the rights of man. 
And yet that document has of itself 
become a framework into which can 
be fitted a democratic people’s evolv- 
ing theories of government without 
sacrifice of fundamental principles, 
but, rather, with those principles more 
firmly established with the passage of 
time. 


Within a lesser sphere and span of 
years, somewhat the same claim can 
be made for the Federal Reserve Act. 
The administration of the Federal 
Reserve Act has from the outset un- 
dertaken to serve the requirements of 
commerce, industry, and agriculture 
as expressed through the medium 
of the commercial banks in meeting 
the credit needs of their customers. It 
was originally planned that the Fed- 
eral Reserve Banks would provide 
the national economy with an elastic 
currency whose stabilizing influence 
would greatly mitigate the wide eco- 
nomic fluctuations which had been 
experienced in the past. 

Although progress was made in this 
direction, the experience of two wars, 
rampant speculation, spiraling depres- 
sion, and an armed and unstable 
peace showed that these expectations 
exceeded the power of attainment. 
Therefore, there came to be a gradual 
awareness that the Federal Reserve 
Act should be directed more toward 
preventing the kind of financial dis- 
turbances it had been designed origin- 
ally to cure. This led to amendments 
of the Act and to the adoption of 
administrative procedures, all within 
the spirit of the original legislation, 





























If what Dr. Spahr has to say in 
the leading article of this 
issue is a little too depressing 
then possibly what Mr. Mills 
has to say in this article 
will serve to counteract the 
gloom. This is the 40th year 
of the Federal Reserve System, 
a force in our economic life 
which has grown to enormous 
proportions as mortgage 
men are well aware. How suc- 
cessful has it been, where has 
it failed? Mr. Mills puts the 
record in order here as 
he sees it. It’s a lesson in 
economics that every lender ought 
to know. One question prob- 
ably will remain unanswered 
for a few people: Is the 
Federal Reserve completely 
detached from every outside 
influence, including the political? 


By A. L. MILLS, Member of the Board of 


Governors of the Federal Reserve System 


that have kept Federal Reserve poli- 
cies and practices closely attuned to 
the needs of the day. Throughout 
its history, experience has been the 
Federal Reserve’s best teacher, as, 
for example, when it learned the 
practical lesson that the too rigid de- 
finition of eligible paper prevented 
fulfillment of its true central bank 
mission of “banker of last resort.” 

From the lesson of this experience 
came the Banking Act of 1935 and 
its authority to the Federal Reserve 
Banks to make loans to member banks 
“on notes secured to the satisfaction 
of such Federal Reserve Banks.” This 
provided insurance against a contrac- 
tion of bank credit feeding on itself 
as a consequence of bank liquidity 
problems. At the same time, it al- 
lowed the Federal Reserve Banks an 
area of discretion through adequate 
bank supervision sufficient to forestall 
improvident banking practices that, 
if not checked, would lead to the 
accumulation of paper that could 
not qualify as security for Federal 
Reserve Bank loans. 

In much the same way that these 
lessons of adversity strengthened the 
Federal Reserve System’s capacity for 
public service, the accumulation of 
Federal debt in depression and war 
has led to a more flexible and effec- 
tive use of open market operations 
as a means for fostering stable eco- 
nomic conditions. Changes in the dis- 
count rate and in reserve requirements 
were familiar instruments of Federal 
Reserve monetary and credit policy 
before the full import of the usefulness 
of open market operations came to 
be understood. As, however, the tech- 
niques of open market operations were 
mastered both in the United States 
and abroad, there came central bank 
appreciation that the ability to in- 


crease or reduce the cash reserves of 
the commercial banking system in this 
manner also embodied the ability to 
encourage or discourage the use of 
bank credit. 


Given the enormous volume of a 
nation’s business transactions that are 
carried on through the use of credit, 
it follows that monetary policy, by 
fixing the boundaries within which 
bank credit can expand or contract, 
exerts a powerful influence on busi- 
nessmen’s decisions and hence on 
business conditions. The Federal Re- 
serve System’s monetary and credit 
policy in recent times has illustrated 
the uses to which open market policy 
can be put, first, in acting to restrain 
the use of credit so as to damp down 
the threat of inflation, and then in 
acting to ease credit so as to combat 
recession. 


The answer to the question, “Has 
the Federal Reserve System grown 
with the times?” would assuredly seem 
to be yes. Its growth has been by way 
of adaptation to changing economic 
circumstances in ways that have put 
to constructive use the lessons learned 
from experience, to the end that 
monetary policy can be used to antici- 
pate and forestall the recurrence of 
conditions that are inherently destruc- 
tive to the maintenance of a stable, 
yet progressive, economy. 


To be sure, the Federal Reserve 
System has also grown physically with 
the times. Considering the growth 
of the national economy, it could not 
be otherwise, but this physical growth 
has been limited strictly to functional 
necessities and has not been the prod- 
uct of any ambitious desire for added 
power or authority. It is in moral 
stature, rather than in physical size, 
that the Federal Reserve System has 


THE MORTGAGE BANKER + November 1954 17 








really grown with the times, if we 
may judge from the apparent public 
acceptance that the performance of 
the Federal Reserve System over the 
years has met the standards and hopes 
of its creators. Most people appear 
to recognize that the Federal Reserve 
has, at the least, made a conscientious 
effort to discharge its duties imperson- 
ally and impartially and to work in 
the interest of the public as a whole. 

The record, like that of other hu- 
man institutions, is by no means flaw- 
less. Hindsight delineates the faults 
in even sharper perspective. Certainly 
no friend of the System would like 
to claim that it has been or can be 
infallible. Yet it seems fair to appraise 
its record as one of useful, necessary, 
and valuable public service. 

That the Federal Reserve System 
has a good name redounds to the last- 
ing credit of the men and women who 
are enlisted in its service. If the Fed- 
eral Reserve System has lived up to 
its responsibilities, and I believe it 
has, it is because of the high morale 
of its personnel, which has meant 
the subordination of person to cause 
and a willingness to contribute as a 
group to objectives decided upon by 
debate, trial, error, and accomplish- 
ment. 

Over the years a national institution 
develops a character of its own whose 
strength is the product of its accom- 
plishments and the reflection of the 
individual personalities who go to 
make up its collective whole. Respect 
for character is in itself a reward and 
can be shown in diverse ways. In my 
opinion, the Federal Reserve System’s 
reward for public service is to be 
found in the willingness of the public 
to accept its independent judgments 
even though they may at times be 
vexatious to large groups. This is not 
to say that Federal Reserve actions 
should not be challenged or to claim 
for its judgments more than a high 
average of correctness. It is only to 
say that the public seems to have been 
convinced that these actions and judg- 
ments were arrived at honestly and, 
when and where they have been 
found to be in error, corrective steps 
have been taken promptly. 

If, however, the Federal Reserve 
System is to continue to merit public 
confidence, its independence of action 
must be preserved. The Federal Re- 


serve System is a governmental insti- 
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if mortgage lending is your business it’s high time to look 
into the field of prefabricated homes. For the same reasons 
so many builders have switched to prefabrication you’ll find 
this modern method has advantages for you. 


Prefabricated homes go up faster. They sell faster. Builders, 
who formerly limited themselves to a few houses a year, 
today are putting up prefabricated homes by the score. 


Prefabricated construction makes possible both cost and 
quality control. Precision-engineering eliminates waste. 
Volume purchasing of materials effects further economies. 
Employment of the finest architectural talent assures higher 
resale value. 


Prefabrication’s increasing popularity among builders, 
buyers and investors is shown by its gains on total home 
construction. In the first half of 1954 prefabrication’s gain 
was more than 22 per cent over the previous year. 


Investigate the lending opportunity offered by prefabricated homes. 
Write for a list of home prefabricators serving your area. 


To keep fully informed on new opportunities in this fast 
growing field, subscribe to "PF", official monthly journal 
of PHMI. $3 a year. 
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ution and as such must be attentive 
o the over-all policies of the national 
zovernment. But, being delegated 
authority by the Congress in the spe- 
cialized field of monetary policy, it 
is essential for the Federal Reserve 
System to exercise that authority so 
as to discharge the responsibility it 
must bear alone. That means, among 
other things, the System must be able 
to voice its professional views and 
opinions with such sound reasoning 
that they will be generally accepted 
as fitting and proper, and thus assure 
monetary policy a harmonious part 
in the composite of current govern- 
mental policy. The essence of effec- 
tive Federal Reserve policy lies in this 
authority independently to decide and 
carry out policy judgments manifestly 
designed to serve the best interests of 
the general public. 

It must be said that the Federal 
Reserve System cannot continue to 
justify the public confidence it now 
enjoys unless it adheres firmly to cer- 
tain cardinal principles that have 
characterized its past history: 
>> Its actions must always be under- 
standable. 


>> Public scrutiny and criticism of its 
policies must always be invited. 
»> Its policies must be based upon 
and justified by their logical reason- 
ableness, and never by other consid- 
erations. 
>> The kind of institutional conser- 
vatism that resists warranted change 
must be shunned at the same time 
that the influence of some caprice 
of the moment is avoided. 
>> The Federal Reserve System must 
unremittingly discharge its duties 
solely in the general public interest. 
The Federal Reserve System has 
met the test of public service and 
responsibility for 40 years by holding 
fast to the principles for which it was 
created, while at the same time en- 
larging the horizon of its operations 
to meet the challenge of changing 
conditions. On the roots of its past, 
it will grow in the future. 


REDEEMABLE CURRENCY 
(Continued from page 15) 


which they produce and those which 
they must buy.” 
Should we be compelled to face 


a severe economic readjustment or 
crash or a progressive depreciation 
of our doliar, the unanswerable ques- 
tion is whether our government offi- 
cials will understand sufficiently well 
the part played by an irredeemable 
currency, and the practices it permits 
and invites—particularly monetization 
of Federal debt—to abandon this tool 
of the morally bankrupt or whether 
these officials will continue to mis- 
understand and, consequently, pursue 
a course followed by so many other 
countries—that is, repeated devalua- 
tion of the currency. In the light of 
the failure of our government officials 
to reveal a good understanding of 
the lessons in the monetary field that 
have been observable in practically 
every country since the early 1930's, 
there would seem to be little ground 
for hope that our people are going to 
escape a severe catastrophe arising 
from the absence of a high order of 
monetary statesmanship. 

As one observes the nature of the 
controlling movements in this country 
and the activities of those influential 
people who have accepted and are 
defending an irredeemable currency 
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for our nation, it seems reasonable to 
conclude that we may have in fact 
joined the big parade into the Death 
Valley of a Governmentally-Managed 
Economy of which an irredeemable 
currency is an inseparable part. 


What It Leads To 
A defender of irredeemable cur- 
rency who insists that he is opposed 
to socialism or a high degree of gov- 
ernment management in some other 
form merely reveals that he does not 
recognize their connection. And since, 
apparently, we as a nation have be- 
come thoroughly addicted to the drug 
of irredeemable currency—which is 
one of the most subtle, but potent, 
means by which a government obtains 
effective control of a people—there 
is apparently relatively little obstruc- 
tion left to our continuing march 
into socialism or some similar variety 
of a governmentally-managed econ- 
omy. Our capitalists seem to be com- 
ing close to the course described by 
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Keynes in which they are, possibly 
and unwittingly, preparing for the 
ultimate ruin of themselves and of 
this nation by instruments and a 
government of their own making, and 
a press of which they are the pro- 
prietors. 

No opponent of government des- 
potism and no advocate of human 
freedom can be an effective defender 
of that freedom unless he first aids 
in the establishment of a redeemable 
currency. An irredeemable currency 
is the natural enemy of such freedom; 
it is the companion in evil of social- 
ism or government despotism in some 
similar form. Human freedom has 
redeemable currency as its natural 
and necessary companion. 

As we attempt to estimate the 
future and to make a wise use of our 
savings, the current picture, if de- 
scribed accurately, would seem to 
suggest that we cannot possibly know 
what the future holds for us and that 
therefore we should invest in accord- 
ance with two opposing theories as 
to the future—one that the dollar may 
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continue to depreciate in purchasing 
power and one that in due course 
we may experience a serious economic 
readjustment or collapse. This is the 
course of conservatism—an effort to 
conserve our savings. The choice of 
either of the two prospects as to the 
future, to the exclusion of the other, 
or pursuit of the theory that we shall 
have stable prices or economic stability 
for a considerable period in the future, 
would seem to be a case of gambling. 


We Must Choose 


The fundamental needs, among 
others, of this country are for a sound 
circulatory system and the opportunity 
for the forces of supply and demand, 
operating under conditions of free and 
fair competition, press constantly 
toward that ideal state of affairs 
known as economic equilibrium. Both 
the Managerial State and irredeem- 
able currency are enemies of economic 
equilibrium just as they are enemies 
of mankind. 
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R. K. COOPER, President 
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More Freedom Needed tor 
Life Company Investment? 


| geecnages rates are unlikely to 
change substantially in the near 
future. From official actions, as well 
as from official and semi-official state- 
ments of policies, we seem to be in a 
rather narrow band of fluctuations. 
On the up side, interest rates are 
being held in check by what the Fed- 
eral Reserve describes as “active ease,” 
while on the down side, we are told 
there is no intention of allowing a 
sloppy money market to develop such 
as that of the middle 1940's. 

Even if it were possible for someone 
to demonstrate conclusively that in- 
terest rates are likely to go up or 
down, I wonder if it would be of any 
great significance to the life insurance 
business from the long range point of 
view. May it not be possible that our 
preoccupation with the future trend 
of interest rates has become outmoded 

that we may be examining trees and 
neglecting the forest? 

There is a possibility that devel- 
opments in the money market have 
taken on a new and much broader 
significance to the life insurance in- 
dustry in recent years. The conditions 
under which we are operating may 





By SHERWIN C. BADGER 
Financial Vice President, New England 
Mutual Life Insurance Company 


Life insurance investment policies have changed as times have changed. Is 
another change in the making? This life company official suggests that 
possibility. People no longer debate which way the value of the 

dollar will go—they seem reconciled that its path is down, but 


they speculate as to how far down. This new concept poses 


problems for life company investments in the future. 


have changed more than we realize 
and we may be facing competition 
from quite different sources and in 
different forms than in the past. If 
this be so, have we adapted ourselves 
to the changed situ- 
ation; and are we 
sure that we have 
on our shelves the 
wares the American 
public needs and 
wants? 

The concept of 
full employment as 
a desirable aspira- 
Sherwin C. Badger tion for society goes 

back many genera- 
tions and probably many centuries. It 
is a natural and worthy objective. 
Until comparatively recent times, 
however, its achievement has been 
discussed more in terms of future 
hope from the standpoint of ethics 
and economic theory than in terms 
of continuing present accomplish- 
ment. Eight years ago, however, 
something of a revolution took place 
when the Congress passed, and the 
President signed, the Employment Act 
of 1946. This Act charges government 





with responsibility for “promoting na- 
tional employment, production and 
purchasing power.” It is the law of 
the land. It assumes not only that 
government can bring about full em- 
ployment but that full employment is 
one of the permanent duties of the 
government. 

This assumption having once been 
made and translated into law, the 
government and all its branches have 
no choice but to use the tools at their 
command to carry out the employ- 
ment mandate. Whenever there is 
less than full employment, the party 
in power, be it Democrat or Repub- 
lican, is immediately put on the de- 
fensive. Since its political life is at 
stake, it must take positive and ag- 
gressive action to influence employ- 
ment upward. Even a non-partisan 
body like the Federal Reserve must 
consider the political aspects lest Con- 
gress rebuke it by interfering with its 
freedom and powers by unwisely 
amending the Federal Reserve Act. It 
is only natural, therefore, that when 
there is actual or threatened unem- 
ployment, government will be likely 
to use its economic powers to the full, 
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possible harmful effects in 
other areas than employment, rather 


despite 


than run the risk of being accused of 
doing too little too late. 

One of the most important tools in 
influencing the level of business, and 
consequently the level of employment 
is monetary management. Almost 
equally important is fiscal manage- 
ment; namely, the handling of gov- 
ernmental expenditures, taxation and 
the government debt. 

Now consider how these mechan- 
isms have been utilized in the recent 
1953 there 
were many evidences that we were in 
an inflationary boom, accompanied by 
The structure of 
our national debt was considered by 


past. In 1952 and early 


over-employment. 


most economists and experienced 
financiers to be unsound because of 
the very large volume of short-term 
which uti- 
lized as a means inflating the 
money supply. The new Administra- 
tion had pledged itself to restoring a 
sound dollar by curbing the inflation- 
ary threats and by an orderly refinanc- 
ing of the national debt. Both of these 
objectives were clearly in compliance 


issues could so easily be 


for 





with the Employment Act of 1946 
since boom and inflation carried the 
almost certain implication of reces- 
sion and unemployment later on. 


Unpalatable Remedy 
The Federal Reserve took active 
steps to curb the inflationary expan- 
sion of the money supply during 1952 
and early 1953, while in May of 1953 
the Treasury launched in a modest 
way its first effort to refinance part 
of the debt into long-term issues suit- 
able for permanent investors rather 
than for banks. As a result, interest 
rates rose, bond prices declined and 
very soon there was an increasing hue 
and cry of protest from nearly every- 
one, even from those who had long 
professed their sincere belief in the 
necessity of preserving a sound dollar. 

The new medicine was found un- 
palatable. Predictions of mass unem- 
ployment were common. It was 
claimed that mortgage money had be- 
come nearly unobtainable, that the 
building industry was headed for a 
bust, that the position of many banks 





was being imperiled by the decline in 
the market value of their investment 
portfolios; and of course partisan poli- 
ticians left no stones unturned to fur- 
ther their own cause. 

It can be argued that the Federal 
Reserve had gone too far in its re- 
strictive policy and that the Treasury 
financing in mid-1953 was ill-timed. 
It can be argued, and certainly I 
would so argue, that the Federal Re- 
serve quite wisely modified its policy 
in May. But if it be true that the 
banking position had become too 
stringent by May a year ago, it is also 
true that as a result of the subsequent 
actions of the Federal Reserve the 
situation had been substantially cor- 
rected by early autumn. By late Sep- 
tember, 1953, borrowings from the 
Federal Reserve Bank had been dras- 
tically reduced until they were well 
below the total volume of excess bank 
reserves. Ample credit was again 
available on reasonable terms. 

This policy from May to early au- 
tumn 1953 has been officially de- 
scribed by the Federal Reserve as one 
of “combating the deflationary tend- 
ency.” But as the autumn of 1953 
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progressed, the emphasis of the Fed- 
eral Reserve changed; first to “pro- 
moting credit ease” and then to pro- 
moting and maintaining “active ease.” 
A superabundance of credit was made 
available and interest rates nose-dived. 

We have a situation today as a re- 
sult of this more aggressive Federal 
Reserve policy where we find that, as 
compared to a year ago, the total 
money supply has increased in spite 
of the fact that the volume of busi- 
ness is lower. The demand for bank 
credit is running nearly 10 per cent 
under last year. We find that excess 
reserves of the member banks in re- 
cent weeks have been running at an 
average of approximately $800 million 
and that the borrowings of these same 
banks from the Federal Reserve have 
declined to inconsequential levels. 
Thus, not only is the present money 
supply substantially larger than it was 
a year ago, but the potential for fur- 
ther expansion is very large. 

As far as debt management is con- 
cerned, plans for refinancing through 
a long-term issue have apparently 
been shelved repeatedly for fear that 
a new issue of long bonds might di- 


vert funds from private industry and 
especially from the mortgage market. 
Indeed, many people are beginning to 
wonder when, if at all, such refinanc- 
ing can be done without interfering 
with the mandate of full employment. 


Easy Money to Stay 


Economists have long pointed out 
that in a democracy monetary man- 
agement tends to be a one-way affair. 
Monetary ease and low interest rates 
are always popular. Credit stringency 
and high interest rates are always un- 
popular. Despite this, many people 
had hoped that a courageous and in- 
dependent Federal Reserve Board 
would be able to keep this predilec- 
tion in favor of easy money within 
reasonable bounds. Under the Em- 
ployment Act of 1946, however, the 
former tendency toward easy money 
has now become an inescapable cer- 
tainty. Our recent experience is the 
first concrete proof of this disturbing 
fact, for it is only during the past 
couple of years that we have had the 
combination of a strong and inde- 


pendent Federal Reserve Board on the 
one hand and a declining trend in 
business and unemployment on _ the 
other. 

It is important to note that the in- 
creased volume of money that has 
been injected into the economy dur- 
ing the past year, which is in excess 
of the nation’s business needs, is a 
permanent injection. With any im- 
provement in business, there will au- 
tomatically be a further expansion in 
the money supply since the expanding 
credit requirements of business will 
automatically create expanding bank 
deposits. While the Federal Reserve 
could offset this, it is unlikely, to say 
the least, that the Board would risk 
nipping business improvement in the 
bud by restrictive open-market opera- 
tions. So what it seems we must look 
forward to, under the Employment 
Act of 1946, are periods of artificially 
induced easy money and monetary 
expansion whenever employment starts 
to turn down; still more monetary ex- 
pansion during business recovery; and 
that we may look for credit restric- 
tion only on rare occasions when 


boom and inflation have become 
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clearly obvious. 

Boom and inflation are not always 
obvious. It is often difficult to put 
one’s finger on where inflation is tak- 
ing place. For instance, in the late 
1920's, it was frequently argued there 
was no inflation, merely because com- 
modity prices were stable. Yet surely 
there was a great and disastrous in- 
flation in many areas—in stock prices, 
in city real estate, in bank credit, in 
a myriad of such incidental things as 
the price of pictures, night clubs, and 
bootleg liquor. 

Today, once again commodity 
prices are reasonably stable; but nev- 
ertheless I submit we are in an in- 
flationary frame of mind, and it is 
dominating long range business plan- 
ning. To me one of the most interest- 
ing present phenomena is the fact that 
most informed people, whether they 
be bankers, businessmen, insurance 
men, economists, or whatnot, have 
apparently accepted further long-term 
deterioration of the dollar as inevi- 
table, and they have decided to act 
according to this conviction. No 
longer are eyebrows raised nor protests 
made when people predict that the 


value of the dollar will go lower and 
lower. The debate is not as to the 
direction of the dollar but how low 
it will go and how soon. 


Clue to Inflation 


It is only natural that people, once 
they have convinced themselves that 
long-term inflation is inescapable, 
should explore ways to protect them- 
selves. Since the ownership of gold is 
now illegal in this country, the tend- 
ency is to look to the experience in 
other countries where inflation has 
taken place. In country after country, 
it has been demonstrated that owner- 
ship of property, including common 
stocks, offers some hedge against the 
declining value of money. It is im- 
possible to say how far the search for 
ownership of property as an_ infla- 
tionary hedge has gone in this coun- 
try. However, it may not be a co- 
incidence that stock prices stopped 
declining and turned upward a little 
over a year ago when the full impli- 
cations of the aggressive turn in Fed- 
eral Reserve policy first became evi- 


dent. This past year’s stock market 
rise has been something over 40 per 
cent as measured by the Dow Jones 
industrial average. 

The life insurance business has long 
been able to adjust operations to 
changing conditions and the chang- 
ing requirements of the public. I am 
sure I do not know the answer, but 
I sometimes wonder if we are now 
giving full recognition to the changes 
that seem to have taken place in our 
economic surroundings. 

To take a narrow field first, should 
we be reorienting our investment 
ideas? By law and custom, the ma- 
jority of our assets have always been 
in fixed income obligations. I am not 
for a minute advocating that we 
should discontinue investing in such 
media, but I pose this question: Are 
the types of corporate bonds and pre- 
ferred stocks that are being issued in 
the market place nowadays as attrac- 
tive from a long-term standpoint as 
they used to be? Under a national 
policy of periodic artifically induced 
low interest rates, our bond portfolios 
are periodically subject to reduction 
at relatively low call premiums and 
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to refinancing at lower rates of in- 
terest. We saw this “heads they win, 
tails we lose” happen to us in the 
mid-1940’s, again in 1950, and we 
are seeing it again now. Unfortu- 
nately, there doesn’t seem to be much 
we can do about it because there ap- 
parently are plenty of institutions who 
are willing to buy callable bonds on 
this disadvantageous call price setup. 
Query: Should we be looking harder 
at other investment outlets? If the 
answer is yes, then we run up against 
the problem of legal restrictions, 
which in many states are quite strin- 
gent regarding other types of invest- 
ment. Should we, therefore, be giving 
greater consideration to having the in- 
vestment part of the laws modernized 
to meet present requirements and op- 
portunities? 

Turning partly, but not altogether, 
from the investment aspect of life in- 
surance, take a look at three other 
developments during the past couple 
of years. I do not know how signifi- 
cant they are, but one does not have 
to stretch his imagination very far to 
reach the conclusion that they might 
greatly alter the competitive position 
of life insurance and its long-term 
future. 


>> The first of these developments is 
the growth in the volume of nonin- 
sured pension plans and the increas- 
ing competition we are meeting from 
administered and bank trusteed plans 
as against life insurance plans. 


>> Second, there is increasing compe- 
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tition from packaged plans combining 
some form of life insurance on the 
one hand and mutual investment 
companies on the other. 


Question of Common Stocks 


>> Third, we have seen the emer- 
gence of variable annuity plans either 
to supplement or replace the fixed 
dollar annuities offered by life insur- 
ance companies. 

Now one of the important argu- 
ments used by proponents of non- 
insured pension plans is that they are 
not as restricted in their investment 
operations as are life insurance com- 
panies. They point out that operat- 
ing under the prudent investment 
theory, the can, and usually do, hold 
a high percentage of their assets in 
common stocks. They argue that as 
compared to fixed income investments 
common stocks offer not only a higher 
income but the possibility of appre- 
ciation; and consequently, they say, 
the cost of carrying a pension will be 
lower in a non-insured plan. But re- 
gardless of the merits of the argument 
either way, it is undeniable that the 
appeal of common stocks for pension 
fund investment is very potent to cost- 
conscious managements at a_ time 
when they are convinced that the 
long-term trend of the dollar is down- 
ward. Should we in our business be 
reexamining the question of common 
stocks for life insurance investment, 
and should we make an effort to have 





the laws further liberalized so as to 
permit more than an insignificant per- 
centage holding in equities? 

Very much the same type of argu- 
ment is being used in the packaged 
sale of combined insurance and mu- 
tual investment company plans as is 
used for non-insured pension plans. I 
doubt if anyone would argue that life 
insurance is the only form of invest- 
ment which prudent people should 
buy, and certainly everyone will agree 
that soundly administered investment 
companies, like any soundlly con- 
ceived investment security program, 
fill a useful place in the investment 
world. The important question which 
we should perhaps be considering is 
whether there is a legitimate demand 
that among the insurance plans that 
are available there should be some 
that combine protection on a fixed 
dollar basis and also some protection 
on a purchasing power basis. If there 
is such a legitimate demand, why 
should not the life insurance business 
try to work out a method of offering 
it under its own investment manage- 
ment? 

The idea of variable annuities is not 
new, but it was not until 1952 that 
the theory was translated into actu- 
ality with the passage of special legis- 
lation in New York State creating the 
College Retirement Equities Fund 
which is affiliated with the Teachers 
Insurance & Annuity Association. 
There are also several pension trusts 
which have recently been established 


(Continued page 36, column 3) 
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VITAL STATISTICS 


HE business situation during September is widely being described as “stable.” Industrial j 
production, wholesale prices, and retail sales [1] showed little or no change from mid- 
summer. The one marked drop in this group—department store sales—still left the September 
figure above that of a year ago; and confidence of a fall pick-up was widespread 


Stability, however, concealed considerable unevenness among the various sectors of the econ- 
omy. Defense spending has been declining, and purchases of business equipment and consumer 
durable goods continued to sag, both causing difficult inventory adjustments, which still may 


have some time to run. 


The outstanding sustaining force, as it has been throughout this period, remains in construc- 
tion. Taking advantage of ample and easy credit, new construction maintained a steady climb, 
which would seem monotonous, even to the participants, if it were not so crucially important to 
the whole economy. September construction activity [3] as a whole held to August’s high level, 
while the number of new houses started [4] made September the second highest month of the 
year and threatened to make the most optimistic earlier forecasts seem conservative. 


Mortgage lenders generally continued to enjoy the largest volume of business ever to be 
experienced. Nonfarm mortgage recordings [5] again topped previous highs with all but the 
banks sharing in the advance. Insurance company acquisitions [6] soared well above 1953 levels, 
with the increase concentrated in nonfarm conventional and VA loans—the VA activity this year 
being nearly 3 times that of a year ago. Both FHA and farm activity were lagging, though the 
latter showed some evidence of increasing on a month-to-month comparison with 1953. 








FHA applications for insurance of home mortgage loans [7], spurred by a favorable money 
market and the liberalized terms of the new law, accelerated their advance over previous months, 
with the financing of existing houses playing an unusually large part. In marked contrast was the 
virtual extinguishment of rental housing activity, as was expected from the severe restrictions of 
the new law and regulations. VA appraisal requests have, through September, more than doubled 


1953’s figure. 


(1). General Business Indexes 





(1947-49= 100) 
—1954— —1953— First 9 Months 
Sept. Aug. Sept. Aug. 1954” 1953 
Industrial production* ......... 124°” 124 133 136 124 135 
Wholesale prices .............. 110.0” 110.5 111.0 110.6 110.5 110.1 
Department store sales*........ 108° 112° 107 112 109 113 
Sources: Federal Reserve Board, U. S. Department of Labor. *Estimated. ’Preliminary. 


*Seasonally adjusted. 


(2). Bond Yields 


—1954— —1953— First 9 Months 
Sept. Aug. Sept. Aug. 1954 1953 
Long-term U. S. governments: 
3%4% issue of May, 1953, 
APR RAARSE Ra 2.64 2.60 3.19 3.22 2.72 — 
Other long-term issues. .... . . 2.51 2.48 2.97 3.00 2.53 2.96 
High-grade municipals 
Standard & Poor’s)......... 2.29 2.23 2.88 2.88 2.39 2.75 
Moody’s corporates, total....... 3.13 3.14 3.54 3.51 3.17 3.44 
Moody’s Aaa corporates........ 2.89 2.87 3.29 3.24 2.91 3.22 


Source: Federal Reserve Board. 


26 THE MORTGAGE BANKER + November 1954 














‘S for the Mortgage Banker 


(3). Expenditures for New Construction Put in Place 


‘ (millions of dollars) | 
; —1954— -1953— First 9 Months 
Sept.” Aug. Sept. Aug. 1954” 1953 

ie nok Senta es $2,440 $2,446 $2,200 $2,223 $18,750 $17,729 

Residential (nonfarm) ...... 1,296 1,288 1,093 1,114 9,528 8,869 

Nonresidential building ...... 551 552 505 493 4,563 4,139 

ek en cree 428 427 422 420 3,339 3,259 

Farm and other ............ 165 179 180 196 1,320 1,462 

I cine i gE cain ch 5 ad ia 1,179 1,173 1,162 1,122 8,622 8,555 

I Ee cee k atte hoa aia tsar a $3,619 $3,619 $3,362 $3,345 $27,372 $26,284 


Source: U. S. Department of Commerce and Labor. Preliminary. 
(4). Number of Nonfarm Housing Units Started 


—1954— 1953— First 9 Months 

Sep.” Aug.” Sept. Aug. 1954” 1953 
SS io cis 00 id en hictie mice 111,900 109,800 92,100 92,200 889,400 833,800 
ERE TEI Pe 2,100 1,200 3,000 1,000 17,100 32,600 
BE dctidetons mann caeine 114,000 111,000 95,100 93,200 906,500 866,400 


Source: U. S. Departments of Labor. ’Preliminary; figures are revised three months after issuance. 


(5). Recordings of Nonfarm Mortgages of $20,000 or Less 
millions of dollars) 


—1954— —1953— First 8 Months 
Aug. July Aug. July 1954 1953 
Savings and loan associations... $ 770 $ 734 $ 671 $ 699 $ 5,240 $ 4,920 | 
Commercial banks ............ 369 371 310 323 2,644 2,464 | 
Insurance companies .......... 166 155 122 132 1,057 992 
Mutual savings banks.......... 138 142 111 127 915 840 
Mortgage companies and others 643 625 495 517 4,426 3,886 | 
EE. i SAS od eee ee $2,086 $2,027 $1,709 $1,798 $14,282 $13,102 ! 


Source: Home Loan Bank Board. ee | 


(6). Mortgage Acquisitions by Life Insurance Companies 
(millions of dollars) | 


~1954— —1953— First 8 Months I 

Aug. July Aug. July 1954 1953 | 

a ie a $435 $393 $279 $371 $2,890 $2,560 
I idh  f nt, a Sapte atthe Nene 53 51 62 71 422 576 
WR pak ead bangs ae ase 133 98 32 36 682 238 | 
RIS a ea ome eee 8 249 244 185 264 1,786 1,746 
REE RT eRe 29 28 26 34 287 294 
5 RRR SPR SA ieee Temes seer, $464 $421 $305 $405 $3,177 $2,854 I 


Source: Institute of Life Insurance. Data include nonresidential as well as residential mortgages. | 


(7). Applications to FHA for Insurance on New Construction, and 
Appraisal Requests to VA on New Construction 
(number of units) 


—1954— —1953— First 9 Months | 

Sept. Aug. Sept. Aug. 1954 1953 | 

FHA applications ............. 34,935 32,333" 18,041 23,894 299,970 263,581 | 

Units in home mortgages. .... 34,871 32,166" 16,069 13,999 258,117 209,313 
Units in project mortgages. . . . 6+ 167 1,972 9,895 41,853 54,268 

VA appraisal requests.......... 51,265 55,350 17,768 22,118 397,860 190,599 

Sources: Federal Housing Administration, Veterans Administration. "Revised. | 
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President 
Watiace Morr, President, Wallace Moir Company, 
130 El Camino, Beverly Hills, California. 
Vice President 
LINDELL Peterson, President, Chicago Mortgage 
Investment Company, 209 South La Salle Street, 
Chicago. 
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Investment Company, 209 South La Salle Street, 
Chicago. 
Clinic 
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gage Company, 815 Felix Street, St. Joseph, Missouri. 
FHA 
FRANKLIN D. Ricuarps, President, Franklin D. Rich- 
ards and Associates, Inc., 712 Washington Building, 
15th and New York Ave., N.W., Washington, D. C. 


Finance 
Tuomas E. Lovejoy, Jr., President, The Manhattan 
Life Insurance Company, 120 W. 57th St., New York. 


Financing Minority Housing 

James W. Rouse, President, James W. Rouse & 
Company, Inc., 14 West Saratoga Street, Baltimore. 
Gl 

B. B. Bass, First Vice President, American Mort- 
gage & Investment Company, 101 First National 
Building, Oklahoma City. 


Insurance 
GeorcEe H. DovENMUEHLE, President, Dovenmuehle, 
Inc., 135 South La Salle Street, Chicago. 


Legislative 
J. W. Jones, Jones-West Mortgage Company, Rio 
Grande National Building, Dallas. 


Membership 

R. C. Larson, Executive Vice President, C. A. Lar- 
son Investment Company, 348 North Camden Drive, 
Beverly Hills, California. 


Membership Qualifications 
E. R. Harey, President, General Mortgage Cor- 
poration of Iowa, 1021 Fleming Building, Des Moines. 


Mortgage Servicing 
Frep K. Corpes, Assistant Vice President, The Bow- 
ery Savings Bank, 210 West 34th Street, New York. 


Pension Fund 
Rosert E. Goxpssy, President, Jersey Mortgage 
Company, 280 N. Broad St., Elizabeth, New Jersey. 


Redevelopment, Conservation and 
Rehabilitation 

Ferpv Kramer, President, Draper and Kramer, Inc., 
33 West Washington Street, Chicago. 

Publicity 

LinpELL Peterson, President, Chicago Mortgage 
Investment Company, 209 South La Salle Street, 
Chicago. 

Research 

Ropert H. Pease, President, Detroit Mortgage and 
Realty Company, 333 West Fort Street, Detroit. 


Resolutions 

Brown L. Wuart ey, President, Stockton, Whatley, 
Davin & Company, Corner Bay and Laura Streets, 
Jacksonville. 

Trust Fund 

FRANKLIN BrieEseE, Vice President and Treasurer, 
The Minnesota Mutual Life Insurance Company, 
156 East Sixth Street, St. Paul, Minnesota. 


Young Men’s Activities 
WiiuiaM H. Oster, Assistant Vice President, W. A. 
Clarke Mortgage Co., Second and Locust Streets, 
Harrisburg, Pennsylvania. 


GOVERNORS, REGIONAL VICE 
PRESIDENTS, ASSOCIATE GOVERNORS 
AND PAST PRESIDENTS SHOWN PAGE I 
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Report to the Members 


1. THE PURPOSE OF THIS PAGE 


This page will provide our members with information about our Association and its 
activities which they might not otherwise receive. Our members are our greatest 
asset and our greatest responsibility. You therefore are the ones we serve and for 
whom we work. On the opposite page is listed your officers, staff, and committee 
chairmen. Communicate with your committee chairmen if you have problems or 
suggestions under their jurisdiction. 


2. COMMITTEE APPOINTMENTS 

Three hundred eighty-five men and women were appointed to committees of MBA. There are 79 elected 
Board members, regional vice presidents, etc. Hence, approximately 464 of our members are engaged in 
work for the Association. Efforts were made to provide geographic distribution, continuity of experience, 
and rotation in office. Recognition was given to the fact that we must bring the younger men along in our 
Association if we are to remain dynamic and progressive. 


3. THE FINANCIAL CONDITION OF YOUR ASSOCIATION 


Your Board of Governors authorized and instructed me to send each member a copy of our annual financial 
statement. This has been done. Care is taken by the Board to use your membership dues as effectively, 
wisely, and economically as possible. This statement will show you the disposition of our funds. It is for 
membership use only. 


4., YOUR MEMBERSHIP DOLLARS MUST WORK 

Approximately sixteen services of MBA are now available to you. We are sending a letter to you soon out- 
lining these services, requesting that you rate them in the order of their importance to you. This will enable 
your Board to employ your membership dues in the most frugal manner and for the services you desire. 





5. MBA SERVES ITS MEMBERS 


The most important office in our Association is that of member. It is your duty as a member and your 
responsibility to work within the framework of your trade association. Only in this manner can your trade 
association profit by your thinking and respond to your desires. As members we work through our com- 
mittees and the Board of Governors, and policies and practices so established are put into effect by your 


officers. 


6. VOLUNTARY HOME MORTGAGE CREDIT COMMITTEES 


Two members of MBA have been appointed to the National Committee of VHMCC, which holds meetings 
in Washington, D. C. 28 members have been appointed to regional committees in 16 districts of the United 
States. Recommendations for these appointments were made last year by President Clarke to Housing and 
Home Finance Administrator Cole. Thus your Association is on the firing line for this important work. Each 
member should make certain that his organization is in this program 100%. 


7. SCHOOLS OF MORTGAGE BANKING 


Courses I and II of the School of Mortgage Banking will be held at Northwestern next year June 19-25. 
Course I will be given for the first time at Stanford University July 31-August 6. You should plan now to 
have certain of your employees register for these courses, as the total enrollment is limited. 


8. MBA CONVENTION IN 1955 


It is not too early to make plans to attend the 

42nd Annual Convention in Los Angeles, | a 
October 31 to November 3, 1955, at the 

Statler and Biltmore Hotels. California ex- Citt cer 

tends a warm welcome to you for this event, 


which will undoubtedly be profitable and Ww re Presid 
interesting. NALLACE Moir resident 
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M ortgage SERVICING Department 


WILLIAM I. De HUSZAR, Editorial Director 





What the 


UST what are the outside au- 
ditor’s reactions when he sets out 
to examine the records of mortgage 
servicing companies? This isn’t con- 
cerned with detailed 
~ audit methods but 
an attempt to point 
up the principal as- 
pects of the ac- 


- ——~ 








counting and in- 
spection work that 
are of primary im- 
portance to the au- 
ditor. 

In regard to the 
value of the sur- 
prise audit, it is contended by some 
investors that unannounced visits are 
resented by the contractors and this 
resentment could impair their overall 
relations with the contracting com- 
pany. Such fears are entirely unwar- 
ranted. During the past three years 
[ have had occasion to perform audits 
during peak operating periods and 
have always been afforded the fullest 





~~ wee 


George 
T. Huddleston 


Irrespective of the vol- 
work, it is the au- 
arrange his 
which will 


cooperation. 
ume of current 
ditor’s responsibility to 
program in a manner 
avoid undue interruption in the daily 
practices of the office under review. 
The element of surprise is of in- 
estimable value in the conduct of our 
examinations. Hardly anyone would 
deny that the surprise method avoids 
considerable additional checking to 
ascertain the true cash position and 
permits easy determination as to 
whether or not the books and records 
are being currently maintained. By 
eliminating all doubt concerning reg- 
ular operating practices, the results of 
a surprise audit are necessarily more 
reassuring to the management of the 


servicing companies. Likewise, in- 
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Outside Auditor Expects 
Of Mortgage Servicing Companies 


vestors have less cause for concern 
when it becomes evident that the con- 
tractors’ accounting records are being 
maintained on a current daily basis. 
With the unannounced nature of 
the auditor’s visit as an accepted 
premise—and with due respect to the 
contrary opinion of other better quali- 
fied observers—here is the chrono- 
logical routine of the investor’s exam- 
ining representative. As soon after 
arrival as convenient, the auditor will 
request that a cut-off statement be 
secured from the depository bank. 
Likewise, in the interest of conserving 
time, he will probably ask that the 
receipts in support of escrow disburse- 
ments be segregated from those of 
other investors in instances where this 
pertinent data is not filed separately. 
You will, of course, recognize the ad- 
vantages of filing all receipts in their 
respective loan folders, since, in addi- 
tion to having all loan information 
available for quick reference by office 
personnel, the verification by the out- 
side reviewer is materially expedited. 
While awaiting the statement from 
the depository bank, it is customary to 
compare the trial balance listing with 
the respective outstanding principal 
balances as reflected by the con- 
tractor’s ledger cards. In this manner 
the auditor ascertains that all ledger 
records are at hand and that each 
reflects proper ownership, mortgage 
number assigned by the investor, ad- 
dress of mortgaged property, and 
mortgagor's name and mailing ad- 
dress. Further verification of the 


By GEORGE T. 
HUDDLESTON 
The Philadelphia Savings Fund Society 
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outstanding principal sums is accom- 
plished by selecting certain accounts 
for direct confirmation with the mort- 
gagors. 

Here again there is considerable 
controversy not only as to the value 
of this practice but also as to the use 
of the negative or positive forms of 
verification. Admittedly, there are 
mortgagors who pay practically no 
attention to the FHA or other sched- 
ules and records supplied by servicing 
companies. Nevertheless direct con- 
firmations of a positive nature are 
assuring and have on occasion pro- 
vided rather frank opinions as to the 
type of service being offered by our 
representatives in the field. Replies to 
our confirmation letters have consist- 
ently exceeded 50 per cent, a rather 
remarkable ratio in view of the un- 
familiarity of many mortgagors with 
this type of inquiry. Although the 
auditor does not usually publicize his 
activities, in this instance it is well to 
acquaint the personnel of the office 
with this phase of audit. By so doing, 
those persons who have the oppor- 
tunity and inclination to withhold 
payments may be deterred from 
adopting this method of manipula- 
tion. Preventative measures of this 
nature are greatly preferred to those 
associated with establishing the size 
of a defalcation and the methods used 
in perpetrating the crime. 

In order to determine the amount 
which should be on deposit in bank, 
the auditor will draw off an adding 
machine tape of the escrow balances 
and any principal and interest re- 
ceived since the date of the last re- 
mittance. This total must agree with 
the balance on the deposit after rec- 
onciling for deposits in transit and 
outstanding checks. At the conclu- 


sion of this settlement, the custodial 
nature of the servicing contractor’s 
bank account will be checked so as to 
assure full FDIC coverage on the 
funds of each individual mortgagor. 
The examiner will also ascertain that 
collections are deposited within a 
reasonable time after receipt by the 
cashier. Where a clearing account is 
found to be more efficient from an 
operating standpoint the funds be- 
longing to the several investors should 
be properly transferred or remitted as 
quickly as feasible. Likewise, collec- 
tions and disbursements should be 
currently reflected on the ledger cards. 
Delayed deposits and unposted credits 
and debits indicate questionable op- 
erating techniques and naturally re- 
sult in records which are of little 
value in determining the current 
status of the loans. 

At this point in the examination a 
listing of the accounts that reflect un- 
paid installments for a period of 30 
days or more can be drawn off. In 
those instances where the FHA and 
VA authorities must be notified of de- 
fault the examiner will record the 
dates of notification and acknowledg- 


ment. During his discussion of these ac- 
counts with the servicing manager, he 
will also evidence considerable interest 
in the follow-up procedure and the 
general policy of the company toward 
chronic delinquents. We are all fa- 
miliar with the delinquencies which 
are identified with marital difficulties 
and in most of those instances there is 
little that can be done by the servic- 
ing personnel. Other mortgagors who 
continue to disregard the full respon- 
sibilities of home ownership are un- 
desirable risks, and in such instances 
the mortgage servicing company 
must be unflinching in insisting upon 
prompt payments as routine proce- 
dure. Regardless of the income ap- 
peal which late charges may have to 
the servicing contractor, it is more 
than offset by the unfavorable reac- 
tion of the auditor when the practice 
is continued month after month on 
the same accounts. After all, if the 
mortgagors are encouraged or per- 
mitted to become habitual delinquents 
during the prosperous times that we 
have been experiencing it makes one 
shudder to think of what would hap- 


pen should the country enter a period 


of recession reflecting greater than 
normal readjustment of business ac- 
tivity. 

The final part of this audit discus- 
sion concerns the mortgagors’ escrow 
accounts. Disbursements are checked 
to determine the propriety and time- 
liness of payments. Actual receipts on 
file are compared with the charges to 
the respective accounts and refunds to 
mortgagors are likewise scrutinized to 
determine their validity. In some 
quarters it is felt that the tax receipts 
should be returned to the mortgagors 
after payment. In the event that the 
receipts are retained until after the 
time of audit, no serious objections 
can be lodged against the practice. 
However, it might be well for the 
mortgage servicing Companies to con- 
sider the fact that the burden of proof 
would be theirs in case of errors by 
the taxing authorities in crediting the 
wrong accounts. 

Insufficient balances and overdrafts 
in the escrow accounts are fully in- 
vestigated and corrective measures 
recommended in order to cure this 
unhealthy condition and to insure 
against its recurrence. Experience has 





would you hire 
BOB CRATCHIT? 
YORK RECORDS make old-fashioned Mortgage Accounting 


methods as outmoded as Dickens’ famous bookkeeper . . . end 
them with the system that COSTS 2¢ PER LOAN PER MONTH! 


You might laugh at this headline . . 


. but you 


shouldn’t laugh at mortgage banking methods 
which you may think are efficient and yet may 
be costing you time and money, month after 
month! York Records, proved in use by scores 
of mortgage bankers for the last seven years, 
enable you to utilize the efficiency of the single 
credit system at lowest cost. Get the facts now: 
check spaces below, attach this ad to your 
letterhead, and mail today! 


) Send us your Single Debit Mortgage 
Accounting Procedures book. Price: 
$1.00. 


( ) Send us your Single Credit Mortgage 





( ) Send us your free booklet, A Revolu- 
tion in Mortgage Accounting, by 
return mail. 


( ) Send us your free booklet, Aspirin 





Accounting Procedures book. Price: for the Mortgage Bankers’ Eternal 
$1.00. Headache. 
YORK TABULATING SERVICE, INC. 





225 EAST CLARKE AVENUE ° 


YORK 2, PENNSYLVANIA 











DETROIT 


AND 


/ MICHIGAN 


TITLE INSURANCE on 
both Owner's and 
Mortgagee’'s Policies 
anywhere in Michigan. 


ABSTRACTS prepared 
and extended on lands 
in Wayne, Oakland and 
Macomb Counties. 


TAX reports prepared 

on condition of taxes 
to real property located 
in metropolitan Detroit. 


ESCROW Agent in all 
matters involving real 
estate transactions. 


The Oldest Title insurance 
Compony in Michigan 















Abstract and Title 


GUARANTY COMPANY 
735 GRISWOLD + DETROIT 26, MICH. 
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shown that the original estimates re- 
garding these annual fixed charges are 
invariably on the optimistic side. This 
unsatisfactory condition can often be 
ascribed to the fact that the sale of a 
property may have been dependent 
upon the amount required each 
month to cover all charges and amor- 
tization. In view of the frequency of 
inadequate monthly custodian pay- 
ments on new loans the servicing com- 
pany should thoroughly review, and 
revise realistically the payment sched- 
ules, particularly after the first full 
year’s tax assessments become known. 
Subsequently, the accounts should be 
analyzed at least every other year in 
order to adjust the monthly amounts 
needed to cover increased tax assess- 


ments, additional hazard coverage 
and any increase in hazard rates. 

In conclusion, the auditor is charged 
with the responsibility of determining 
whether the accounting procedures 
and practices in use by the servicing 
company will accomplish the desired 
result, mortgage 


namely, adequate 


servicing in accordance with the re- 
quirements of the investor. Acting in 
a liaison capacity between the two 
interested parties, the opportunity is 
afforded him of suggesting more efh- 
cient methods of operation to the 
servicing contractor. Likewise, he can 
recommend modifications in the in- 
vestor’s requirements if the uniform 
procedures in practice, though not 
strictly conforming with the stipulated 
rules, are generally acceptable and are 
sound. Usually his is the only con- 
tinuing personal contact between the 
investor and the contractor, and while 
his main duty is to complete a satis- 
factory audit he can also help to bring 
about smoother relations between his 
institution and the organization which 
maintains close relationship with the 
mortgagors. 

By applying the same principles in 
the operation of investor’s records as 
those used in operating their own 
affairs, most servicing companies need 
over the visits of 


have no concern 


external auditors. 





Make Sure of MAXIMUM Title 
Protection in Wisconsin 


@ Whether lending, buying or selling, secure the 
advantages of truly comprehensive title insurance 

-through policies issued by the Title Guaranty Company of Wis- 
consin. More than adequate resources, plus thorough knowledge of 
our home state, plus years of experience . . . add up to efficient service 
and utmost protection in all your Wisconsin real estate transactions. 


TITLE GUARANTY COMPANY 


OF WISCONSIN ... 


734 North 4th Street, MILWAUKEE 3, WISCONSIN 
TITLE INSURANCE, Statewide . . . ESCROW SERVICE, Milwaukee County 


LOANS TO 


Unit of Wisconsin Bankshares Corporation 











HOSPITALS * CHURCHES * SCHOOLS 


COMMISSIONS TO CORRESPONDENTS 


B. C. ZIEGLER conan 


WEST BEND, WISCONSIN 
Chicago Office: 39 South La Salle Street 








YEARS’ 
EXPERIENCE 


40 


Address All inquiries to Our Home Office at West Bend, Wisconsin 
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>> MORE RISK FIRMS: There are 
now 877 U. S. legal reserve life com- 
panies—nearly twice the number at 
the end of World War II. 

A rise in the number of companies 
doing business was shown in the past 
year in 21 states. Since 1945, there 
has been a rise in 39 states and the 
District of Columbia. The launching 
of a new company in Wyoming dur- 
ing the past year means that now, for 
the first time, there is one or more 
life companies domiciled in every 
state, coast to coast. 

Greatest gains in the number of 
companies have been shown in the 
South and West. There are now 621 
life insurance companies in the 28 
states of the South Atlantic, East 
South Central, West South Central, 
Mountain and Pacific regions. This 
represents an increase of 539 since 
1945. 

Texas leads in number of compa- 
nies, with 257 at mid-year, the next 
five in order being: Louisiana, 80; 
South Carolina, 36; Illinois, 33; Indi- 
ana, 29; New York, 27. There are 10 
or more companies in 28 states and 
the District of Columbia. 





MORTGAGE 
LOANS 


W. BURTON 


GUY 


& CO., Inc. 


One of 


BALTIMORE'S 


Leading Mortgage Bankers 


SERVICING OVER 
$45,000,000.00 


11 E. CHASE ST. 
Baltimore 2, Maryland 
MUlberry 5-4084 














Life Company Holdings of Farm Loans 
Reach Peak for Past Quarter Century 


HE life insurance companies of 

the United States now have 
$2,000,000,000 on loan to the nation’s 
farmers under real estate mortgages. 
This is about $125,000,000 more than 
at the start of the year and $180,000,- 
000 more than 12 months ago. 

About one-fourth of the mortgage 
financing of the country’s farmers is 
now with the life companies, which 
have extended such loans to some 
200,000 farms. 

The present farm mortgage invest- 
ment of the life companies is more 


$2 Billion Life Insurance 


Funds for Financing Farms 








U. S. Life Company $2,009 
Holdings of Farm Million 
Mortgages 
$776 
Million 
End of 1945 August, 1954 











than two and one-half times that 
outstanding at the end of World War 
II. The life companies have increased 
their mortgage loans to U. S. farmers 
by $1,225,000,000 since the end of 
1945. It has been during the past 
eight years that the greatest degree 
of mechanization has taken place on 
farms, the value of all farm machinery 
having tripled and the average farm 
value having materially increased. 
The present aggregate of farm 
mortgage holdings is the largest total 
of such holdings in the life insurance 
portfolio since 1930. The peak in- 
vestment of life insurance funds in 


farm mortgages was in 1927, when 
they totaled $2,209,000,000. 

In 1927, however, the farm mort- 
gage debt in the U. S. was 20 per cent 
of the aggregate value of farm land 
and buildings, while today, the mort- 
gage debt of the farmers is less than 
9 per cent of all land and buildings. 
According to the most recent figures 
available, fewer than one-third of the 
country’s farmers have real estate 
mortgage loans outstanding. 


>> IN BRIEF: A plan to conserve 


agricultural land values and resources 


* * 


S. L. HAMMERMAN 
ORG.., Inc., Mortgage Bankers 


Respectfully Soliciting 
Your Inquiries Concern- 
ing Purchase Or Sale Of 
Mortgage Portioties 


Contact Our Presiden! 


MR. CURT C. MACK 


FOR UP TO THE MINUTE 


MARKET QUOTATIONS 


* * * * 


16 Park Avenue--PL. 2-8661 
BALTIMORE-1, MARYLAND 








and protect stable and efficient farm- 
ing is contained in a rural zoning 
proposal by NAREB. It urged states 
and counties to press for zoning reg- 
ulations that would bar unwise plant- 
ing and move toward eventual elim- 
ination of farm subsidies costing $2 
billion annually. . . . Well over half 
of America’s families now own their 
own homes, the Federal Reserve Sys- 
tem says. It reports that 56 per cent 
of the country’s “nonfarm” families 
are home owners. The percentage of 
farm-home ownership is much larger. 

American farm production is 
expanding so rapidly, despite the rec- 
ord growth in population, that the 
major agricultural problem is one of 
surpluses, not scarcities, Roger Flem- 
ing, American Farm Bureau Federa- 
tion, says. 





TIMELY 
QUESTION 


® ...No.4 


WHAT ARE THE TESTS FOR 
SOUND REMODELING LOANS? 


Home improvement loans can 
be profitable business for mort- 
gage institutions. 

Remodeling can bring satis- 
faction to the owner and an in- 
crease in value greater than the 
cost of the improvements—un- 
der the right conditions. But 
excessive remodeling will cause 
trouble for both the borrower 
and the lender. 

Deciding what reasonable re- 
modeling should be done is a 
basic appraisal problem. Study 
the principles involved in the 
Appraisal Guide. 





Society of Residential Appraisers 
221 North LaSalle St. 

Chicago 1, Illinois 

Please send us —._ copies of the AP- 
PRAISAL GUIDE @ $1.00. 
(0 Check enclosed 

Name. . 

Firm . 

Street Address__ 

City Zone. 
State 


C1) Please bill 
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NEW LOOK 
in Mortgage Offices 


>> FIRST DRIVE-IN MORTGAGE OFFICE: Taking its cue from the drive-in banks, 
Home Mortgage in Oklahoma City adapted the idea for its new mortgage office. 
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S MODERN as anything you will 

see in construction anywhere are 

the new quarters of mortgage firms 

being built all over the country, and 

that happens to be particularly true 

of those featured in this month’s visit 

to new mortgage loan offices in Okla- 

homa City, Jacksonville, Florida, Mil- 
waukee and La Jolla, California. 

In the former city, two new mort- 
gage loan offices have been opened 
recently. One is that of Realty Mort- 
gage & Sales Co., headed by Ernest 
L. Gragg, president, and Howard B. 
Moffit, vice president. The new quar- 
ters (page 36) are on one floor, of 
modernistic construction, with plenty 
of light and air and, as usual, em- 
phasize free parking for the customers. 

Another new office is that of Home 
Mortgage & Investment Co. headed 
by F. M. Petree. 


Home Mortgage built a new build- 
ing (left) because adequate space was 
not available in their previous quar- 
ters. The firm left the congested 
downtown area to get parking space 
for builders and customers—a factor 
which has influenced so many mort- 
gage firms in recent years to get out 
of the central areas. While it is only 
six blocks from the center of the city, 
it does give the firm the facilities 
which more and more organizations 
must have these days—parking. An- 
other inducement was the inviting ad- 
vantage offered by constructing a 
building specifically for conducting a 
mortgage loan operation. 


The building was designed so that 
all activities are carried on in an open 
work area except for utilities and 
storage in the basement. Like most 
new construction of this kind seen in 
the industry, the building has fluores- 
cent lighting, air conditioning and ac- 
coustical treatment of ceilings and 





walls. Some other modern innovations 
are there—music while you work, a 
paging system for employees, lunch 


room, etc. 

The building contains what is be- 
lieved to be the first auto cashier to 
be made available by a mortgage com- 
pany. Here customers may make their 
payments from their car in a facility 
located on a one-way traffic artery. 
The cashier’s counter has been de- 
signed for a “sit-down” operation. 
Each cashier is seated at her desk at 
right angles to the counter. She can 
wait on a customer by merely stand- 
ing up and is still at her desk when 
the transaction has been completed. 
The trip to and from the counter has 
been eliminated. 


The Petree-Nicholson-Wright Insur- 
ance Agency is located in the lobby 
entrance along with the real estate 
sales department so that it may re- 
main open on Saturday when the 
mortgage operation is closed. Access 
is obtained even though the remainder 
of the building is locked. 

Another new mortgage loan office 
in this month’s visit is that of the 
Commander Corporation in Jackson- 
ville, Florida (right). The firm found 
its old offices inadequate and began 
searching for new quarters. Charles 
E. Commander, Jr., president, and his 
staff, after searching all over for pos- 
sibilities, finally looked across the 
street at an old two-story garage. The 
location — and the possibilities it of- 
fered—seemed excellent, so the archi- 
tects were put to work. The result 
was spacious new quarters, bright and 
airy with ample off-street parking. 
Quarters like these, Mr. Commander 
says, pay for themselves in new busi- 
ness and in addition they are of great 
assistance to employees. 

Palomar Mortgage Company out in 
San Diego, California, is another firm 
that has felt acute growing pains. 
They are now in new quarters nearly 
four times larger than those they had 
before. The new office has an area of 
5500 square feet. Its servicing divi- 
sion has been completely mechanized. 
Branch offices are being operated in 
San Bernardino, Yuma, Arizona, and 
Las Vegas, Nevada. 


>> Exterior of the 
Commander offices 
in Jacksonville il- 
lustrating the mod- 
ern design. 


>> Lobby of the 
new Commander 
quarters showing 
the open type of 
interior construc- 
tion which more 
firms are adapting 
these days. 


>> Another inte- 
rior view showing 
the sales and exec- 
utive quarters. 


>> RAY P. HILLER COMPANY of Milwaukee had the same 
problem as most mortgage firms today—a pressing need for addi- 
tional space, so the new quarters at the right is the result. Entry 
of three Hillard sons into the expanding mortgage loan division 


was also a factor. 
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>> IN THE MODERN MANNER characterizes 


Co. offices in Oklahoma City. 


And for something really brand new 
we can go out to La Jolla, California, 
where the Allen Mortgage Co. has 
recently installed a “mobile unit” sim- 
ilar to the one introduced by 
banks over the country as well as the 
nation’s largest brokerage firm, which 
is operating “stockmobiles” in certain 
Eastern and Midwestern cities. Willis 
M. Allen the idea of an 
“office on wheels” when he realized 
that a large the loans 
handled by the firm were originated 
estate 
areas. They of course had to bring 
the buyers to the Allen office. The 
mobile unit was created by converting 
an office on 


a few 


conceived 
number of 


by real brokers in scattered 


a Volkswagon bus into 
wheels with two-way mobile telephone 
chairs and tables for interviews, type- 
in fact all the 
essentials one would need in a regular 


writer, office supplies 


office. The bus is operated by one of 
the firm’s appraisers, who is familiar 
with loan closings, taking applications 





the new Realty Mortgage & Sales 
Spacious, light and airy with accent on a smooth, func- 
tional flow of business operations was the objective and the result. 


and a good public relations man as 
well. San Diego City and County, 
the territory covered by Allen Mort- 
gage, is 120 miles square and the bus 
regularly covers Coronado, La Mesa, 
Rancho Santa Fe and other commu- 
nities outside the city. The real estate 
brokers have been highly pleased with 
the innovation and the firm has had a 
substantial number of inquiries from 
other with whom they had 
not previously dealt. 

In Norfolk, Va., when Mortgage 
Services, Inc. and Mortgage Services 


brokers 


of Norfolk, Inc. had to get addi- 
tional space, they purchased an 
apartment house, completely reno- 


vated it, installed air conditioning 
and came up with a completely mod- 
ern building which proved function- 
ally efficient for their operation. An 
innovation large conference 
room which the firm makes available 
to allied industries for meetings and 


was a 


conferences. 





Mortgage office on wheels that goes where the customers are. 
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LIFE INVESTMENTS 
(Continued from page 25) 


having variable annuity plans to sup- 
plement conventional plans. 

This year a bill was passed by the 
New York Legislature, but vetoed by 
the Governor, which would have per- 
mitted the establishment of a variable 
annuity corporation to sell annuities 
to the public. 

Should we be giving consideration 
as to whether we should add such a 
variable contract to the several types 
we now offer for annuity and insur- 
ance protection? If the answer is yes, 
we know we face formidable tech- 
nical and legal difficulties which will 
take time to solve, if indeed they can 
be solved. I sure I have not 
reached an answer myself. 


am 


It seems to me there is convincing 
evidence of important basic changes 
in our economic surroundings, par- 
ticularly in the utilization of mone- 
tary and fiscal techniques and in their 
results. It seems to me possible that 
these will have greater effects over 
the years upon life insurance invest- 
ment, upon life insurance techniques 
and upon our competitive position in 
the American economy than we have 
yet fully grasped. 

To be specific, I believe the best 
brains in our industry should be giv- 
ing consideration as to the advis- 
ability of seeking further liberalization 
and modernization of our investment 
statutes so as to permit greater lati- 
tude in investing in real estate, in- 
cluding purchase and leasebacks, in 
forests and similar natural resources, 
as well as in common stocks. Perhaps 
also we should be reexamining some 
of our ideas as to how life insurance 
assets should be valued, particularly 
as regards preferred and common 
stocks. I believe we should be inves- 
tigating the possibility of our provid- 
ing forms of annuity and life insur- 
ance protection which could be geared 
in part, at least, to changes in the 
purchasing power of the dollar. If 
these questions are to be approached, 
it must be with open minds, not fet- 
tered by a blind allegiance to the 
beliefs and customs of the past. Of 
one thing I am sure, if we fail to 
offer all the kinds of protection which 
the American public legitimately 
needs and wants, somebody else will 
offer it and take the business away 
from us. 


MORTGAGE MONEY STILL 
READILY AVAILABLE 


Funds for home loans continue to 
be plentiful generally throughout the 
country—and at reasonable interest 
rates—but not in many small commu- 
nities, the current survey of the 
Mortgage Council says. 

Money for VA loans is “tight” in 
one of every five cities of less than 
25,000. Thirteen per cent of the same 
size communities found money for 
FHA loans to be similarly “tight.” 

Sixteen per cent of the cities of 
25,000 to 50,000 found money for 
VA-guaranteed loans to be “tight,” 
and the balance reported such funds 
were either in “ample” or “moder- 
ate” supply. Ten per cent of such 
cities found funds for FHA-insured 
loans to be “tight,” and the remaining 
90 per cent said these funds were 
available in “ample” or “moderate” 
supply. 

A compilation of results in all sizes 

of communities and in all areas of 
the country showed: 
>> Cities of 50,000 and larger found 
loan money for FHA-insured and 
VA-guaranteed loans either “ample” 
or in “moderate” supply generally, 
with only a handful of the larger 
cities reporting such loan money 
“tight.” 
>> Three of four communities found 
money for conventional loans in 
“ample” supply, while only 2 per cent 
reported such loan money to be 
“tight.” 
»> Mortgage money for conventional 
residential loans is now obtainable 
generally at 5 per cent in just over 
half the areas of the country, a slight 
increase in the number of sections 
finding this rate earlier this year, and 
a 4% per cent rate is available for 
such loans in some communities. 

Oliver M. Walker, Council chair- 
man, said the general easing of the 
money market is a reflection of the 
record level of savings available for 
investment. 

He cautioned, however, against the 
belief that such good credit conditions 
can be expected to continue indefi- 
nitely. He pointed out that several 
signs on the financial horizon point 
to a tapering of the generally good 
credit. 

Life insurance companies and sav- 


ings banks, he noted, have just estab- 
lished an all-time high in future com- 
mitments for mortgage loans. Savings 
could decline and curtail some of this 
loan source. These large future com- 


PROFITABLE READING for anyone 
in the mortgage lending field 


Two new works have won Certificate of Merit awards in the 
MBA educational program and are now available in booklet 
form to members without charge— 


Simplified Mortgage Service Accounting Procedures by John 
K. Benoit, Manager, Investment Records Section, Equitable 
Life Insurance Company of Iowa. 














| Subdivision Development and Financing by J. Wray Murray, 
Assistant Cashier, The First National Bank of Memphis. 


mitments, along with other investment 
indicators, could have an adverse ef- 
fect on the loan market some 90 days 
hence, he observed. 

Mr. Walker, while noting that credit 
is now generally good, emphasized 
that many small communities still do 
not have ready access to real estate 
credit on favorable terms. 




















Credit Reports on Borrowers... 
... for Loan Agents and for Purchasers 


You get Availability Anywhere, Dependability, Uniformity 
Convenience, Economy through the nationwide 
standardized reporting service of 


RETAIL CREDIT COMPANY 


Home Office: P.O. Box 1723, Atlanta 1, Georgia, U.S.A. 
Offices in Principal Cities of United States, Canada, Cuba, Mexico 


Established 1899 
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Detroit Takes a Look at Future in 
Industry-wide Housing Conference 


Divergent views of the FHA and 
VA home loan programs 
forth in the course of Detroit’s unique 
industry-wide Housing Conference. 
Wallace Moir, president of MBA, and 
Richard G. Hughes, president of the 
National Association of Home Build- 
ers, addressed an audience of several 


were set 


hundred builders, mortgage bankers, 
Realtors and appraisers in the course 
of the panel discussion. (See cover.) 
Hughes took the position that govern- 
ment-insured and guaranteed mort- 
gages are necessary to meet the hous- 
ing demand 

“Big 
substitute for Big Business, 
Moir said. “I don’t 
plans to bring us under socialism 
but we may drift there. In housing, 


we may be inadvertently headed to- 


not a good 
‘President 
anyone 


Government is 


believe 


ward socialism.” 

Roy Wenzlick, St. Louis real estate 
analyst and banquet speaker at the 
Conference, came around to the topic 
in his address. 

“The FHA is government subsidy of 
the housing industry,” he said. “I 
am very much afraid of the FHA-VA 
experiment and I am thoroughly 
ashamed of the Housing Act of 1954.” 

President Moir mortgage 
lenders to expand their conventional 
loan as much as they can 
because “therein lies the salvation of 


urged 


business 


the mortgage banker, the Realtor and 
the builder. We are familiar with the 
old legal maxim, ‘caveat emptor’— 
let the buyer beware. The new Hous- 
ing Act says ‘Let the builder beware, 
let the seller beware, let the mortgage 
banker beware.’ 

“Mortgage bankers have, in some 
respects, sold their birthright, which 
is mortgage underwriting. In that re- 
spect, we have taken a secondary posi- 
tion in regard to insured loans.” 

In another part of his address Presi- 
dent Moir told the mortgage men that 
they will profit if they will strive for 
better servicing so that “the debtor 
will ultimately become the owner of 
the home before he goes into a two 
or three bedroom house.” He said 
he believed that legal embargoes of 
high percentage loans should be re- 
moved for well-regulated institutions. 

“Legal limits don’t insure good 
loans,” he said. 

The industry-wide Housing Confer- 
ence was the second which Detroit 
has sponsored. Participating were the 
Detroit MBA, the Builders Association 
of Metropolitan Detroit, the Detroit 
Real Estate Board, the Eastern De- 
troit Realty Association, the Society 
of Residential Appraisers and the 
United Northwestern Realty Associa- 
tion. 

Walter J. L. Ray, former U. S. Sav- 


ings and Loan League president and 
past president of the Detroit MBA, 
served as moderator at the panel dis- 
cussion. Stewart Matthews, vice presi- 
dent and sales manager of Baird & 
Warner, Chicago, and former presi- 
dent of the Chicago Real Estate 
Board, was the other principal speaker 
at the Conference. 

Alfred F. Taylor, former Detroit 
MBA president, was program chair- 
man arranging this unique and profit- 
able meeting where all segments of 
the industries with a stake in housing 
and housing financing get together to 
explore and discuss their mutual prob- 
lems. 

—Haroip HALiet 


Local MBA Group to 
Sponsor Advertising 


Chicago MBA has inaugurated an 
advertising campaign in Chicago 
newspapers, the theme of which is 
“See a member of the Chicago Mort- 
gage Bankers Association for first 
mortgage financing.” Planned for the 
coming months and 1955, the cost is 
being defrayed by the Association and 
contributing members whose names 
appear from time to time. The objec- 
tive, said Frederick Z. Gifford, Asso- 
ciation president, is to make Chicago 
MBA members and the financing 
facilities they have available better 
known to the public. Ward J. Gaunt- 
lett is chairman of the advertising 
committee. 
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WE SERVICE LOANS, AND SEEK ADDITIONAL INVESTORS, IN 

FAYETTEVILLE ¢ HURRICANE 

MONTGOMERY © MOUNT HOPE ¢ OAK HILL @ PARKERSBURG ¢ RIPLEY 
SOUTH CHARLESTON e@ 


MORTGAGES. 


DUNBAR °@ 


ST. ALBANS ¢ 


FRANK M. HEREFORD, President 


SUTTON 


CHARLESTON, WEST VIRGINIA 


INC. 














38 THE MORTGAGE BANKER «+ November 1954 


Memphis MBA Sponsors Course in Real 
Estate Financing at Tenn. Universit 


Sponsorship of a course in real es- 
tate financing at University of Ten- 
nessee night school is a new project of 
the Memphis MBA, Edward R. Rich- 
mond, of E. R. Richmond and Co., 
re-elected president, announced. 

The class will meet every Monday 
night for 11 weeks, with J. Wray 
Murray, The First National Bank of 
Memphis, as instructor. Mr. Rich- 
mond said an advanced course may 
be sponsored by the Association in the 
spring. Mr. Richmond was re-elected 
president at the annual meeting. Max 
Ostner of James E. McGehee & Com- 
pany, Inc. was re-elected vice presi- 
dent. Arnold T. Prather of Boyle 
Investment Company was elected sec- 
retary-treasurer. Carl A. Robinson 
was chairman of the nominating com- 
mittee. 

Judge Sam O. Bates spoke of his 
experience as an attorney and judge, 
and praised the late E. H. Crump. 
The Association stood for a moment 
in silent tribute to Mr. Crump. 


>> MONEY AHEAD: “Where will 
the money come from?”—that is “still 
the big unanswered question” that 
confronts the mortgage banking and 
homebuilding industries under the 
new Housing Act of 1954, according 
to House @ Home 

The demand for mortgage funds 
will be increased in seven specific ways 
under the new law, says the magazine. 
But except for a proposal Congress 
rejected for more government mort- 
gage purchases by Fanny May, so far 
no one “has offered a workable alter- 

















EXPERIENCED MORTGAGE 
MAN AVAILABLE 


Mortgage banker with 20 years ex- 
perience with institutional lender 
as regional supervisor in large 
metropolitan center is seeking new 
connection with institutional 
lender or as a correspondent or 
with mortgage banking firm in an 
executive capacity. Qualifications 
and experience in mortgage and 
real estate fields outstanding. 
Member Appraisal Institute. Best 
references furnished. Write Box 


315. 

















nate that will provide more than a 
fraction of the new money needed be- 
fore the full impact of the new Hous- 
ing Act can be felt.” 

“Even in this year of easy money,” 
it says, “only $7.2 billion is being 
added to the residential mortgage 
market—roughly $1 billion more from 
the insurance companies, $2 billion 
more from the banks, $3.5 billion 
more from the savings and loan so- 
cieties, $0.8 billion more from ‘others.’ 
That $7.2 billion is more than Amer- 
ica invests each year in all corporate 
bond issues combined, plus all state 
and local bond issues combined. It is 
nearly half of all the money America 




















saves each year at the highest saving 
rate in peacetime history. 

“The total of all the potential added 
demands for mortgage money adds up 
to many billions. This could indeed 
be a tremendous boost to the economy 
—if the money can be found.” 


Sees Chicago as 
Great World Port 


Chicago MBA members at their re- 
cent meeting heard an expert’s opin- 
ion of what’s ahead for Chicago as 
an ocean port when the St. Lawrence 
Seaway is opened. Maxim M. Cohen 
told the mortgage men that Chicago 
will become of far greater importance 
as a result of the opening of the Sea- 
way. George McHenry was chairman 
of the meeting and Theodore Buenger, 
Jr., was program chairman. 








| ATTENTION FHA 
APPROVED MORTGAGEES 


We have a constant market for FHA and GI Mortgages 


Construction funds and advance commitments 
available in approved areas 


INQUIRIES INVITED 


(Pioneers in offering Government Guaranteed Mortgages) 


J. A. MARKEL COMPANY INC. 


Mortgage Bankers 


| 30 Broad Street 


Hanover 2-2592 


New York, N. Y. 

















Protect Your Mortgage Investments 


with A “BERKS TITLE’ poticy 
BERKS TITLE INSURANCE COMPANY 


READING, PENNSYLVANIA 


AGENCIES THROUGHOUT 
PENNSYLVANIA ¢ DELAWARE ¢ MARYLAND ¢ VIRGINIA 


BE SURE WITH BERKS TITLE INSURANCE 
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New Members in MBA 


ALABAMA, Gadsden: Pioneer Life & 
Casualty Co., Inc., B. L. Carter, president. 
CALIFORNIA, Fresno: McMillan Mort- 
gage Co., William Jacobsen, assistant vice 
president ; Sacramento: McMillan Mortgage 
Co., Jack E. Hinton, manager; San Bernar- 
dino: McMillan Mortgage Co., John 
Irvine, manager; San Diego: McMillan 
Mortgage Co., Stanton G. Litchfield, vice 
president. CANADA, Vancouver: R. Kerr 
Houlgate & Summerfield Ltd., H. A. Gil- 
lespie, director. COLORADO, Denver: 
Denver Agency Company, Glenn B. Van 
Fleet, vice president. GEORGIA, Atlanta: 
Douglas C. Lauderdale, Jr., attorney. 
HAWAII, Honolulu: Bank of Hawaii, A. J. 
Wilkinson. ILLINOIS, Chicago: Lawyers 
Title Insurance Corporation, Nelson B. 
Merritt, manager. INDIANA, Indianapolis: 
Circle Investment Company, Inc., Robert 
E. Schreiber, president. LOUISIANA, 
New Orleans: Carondelet Mortgage & In- 
vestment Company, Inc., Lawrence J. Du- 
mestre, president. MASSACHUSETTS, 
Boston: Loyal Protective Life Insurance 
Company, William A. Van Aartsen, finan- 
cial secretary. 








PERSONNEL HE fact that you have a title policy under 


In answering advertisements in this column, 











the Mortgage, Bankers, Amociation of America lock and key does not automatically assure 
itle i . Even t deci- 
Mortgagee in Southeast servicing $45,- you that yous title * good E oo 
000,000 wants best man available to open sion does not always make it free from attack. 
branch office. Write Box 312. ° 6 ° 
eins The decision can be upset by the unearthing 
Wanted-—Construction Analysts : : 
Positions require services of individuals of new evidence or the claim of someone not 
experienced in building, structural design- ° 
ing, construction supervision or engineer. a party to an action. 


ing; or in building inspection involving 


estimating and analyzing costs. One posi- Since 1883 T G & T has paid out thousands 


tion requires supervisory experience. Lo- ° ° 

cated southwestern part of Ohio. Some of dollars every year to protect its policy 

travel southern half of Ohio. Write Box 314. : . : : : 

holders against claims which might otherwise 

Loan corres dent for lower New Eng- : : : : 

endl qualealie Wanseiien,. Capable aepeet have jeopardized the value of their invest- 

ing construction loans, finding desirable ment 

applicants in conventionally and prefabri- i 

sated residences. Experienced in FHA : : on cee 

and VA procedures. Write Box 316. That is why the financial responsibility of 
Opportunity for Experienced Appraiser your title insurer as well as its reputation for 
Well established Me olitan St. Louis ° ° ° ° ° 

nen martgage Som wents expesionsed ap- sound examination prior to the issuance of its 

ee oe ae oaks oun title policies should be prime considerations. 


dential loans in home office city. Salary 
open. Write Box 317. 





















ATTENTION SOUTHERN 
MORTGAGE BANKERS 


We will buy your Business 
and Accounts and/or 
Servicing 


CASH OR TERMS 


Reply in confidence to Box 313, 
c/o Mortgage Bankers Associ- 
ation of America, 111 West 


Washington St., Chicago 2, Ill. | 


TITLE GUARANTEE 
and Trust Company 


MAIN OFFICE: 176 BROADWAY, N.Y. 38 + WOrth 4- 1000 


TITLE INSURANCE THROUGHOUT NEW YORK, 
NEW JERSEY, CONNECTICUT, MASSACHUSETTS, MAINE AND VERMONT 








Reinsurance facilities available through primary 
title insurers in many other states 
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Reading this Book Can Mean — 


MORE PROFIT 
from SERVICING 


The first and only complete work on mortgage loan 
servicing is now ready— 


MORTGAGE SERVICING 


By WILLIAM I. DE HUSZAR 





> It covers everything in servicing, every method of han- 
dling every operation. Where possible, it makes recom- 
mendations of procedures to follow and how to handle 
each one. 


> It’s for anyone and everyone in the mortgage industry. 
Executive personnel ought to be familiar with this broad 
picture of mortgage servicing today. For staff members in 
every department, Mortgage Servicing is must reading. 


>» Here, in one volume, is told the entire story of servicing. 
All of the innovations in this field in recent years are ex- 
plained. You can use it as a reliable guide and reference 
to anything you want to know about servicing. 





>» Every MBA member ought to have one or more copies of 
Mortgage Servicing. Secure several copies and make a 
point of having all staff members read it. 


> You can profit from Mortgage Servicing because it will 
give you the information you need to improve your servic- 
ing operation. 





> Order now from the first printing. Use the coupon below. 


$5 a copy 





MORTGAGE BANKERS ASSOCIATION OF AMERICA 
111 West Washington Street, Chicago 2, Il. 














Send me ______ copy(ies) of Mortgage Servicing from the first print- 
ing. My check for $5 a copy is enclosed ________. Bill me ____. 
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“SHOOTING THE STARS" is a most reliable 

method of getting where you want to go. 

Because of the constancy of the heavens, a navigator with sextant in hand can depend on 
what his instrument tells him. The stars chart a course as sure as tomorrow. 


For the past 40 years, we’ve helped chart courses to sound realty transactions for 
mortgage bankers, life insurance companies, lawyers, builders and developers . . . from 
Florida to Alaska, from the Atlantic to the Far West. 


Because of a thorough knowledge of lenders’ requirements, we have been most successful 
in plotting highroads to safer mortgages. A Policy of Title Insurance, in addition to its 
protection against title loss, facilitates the sale and transfer of real estate and 

real estate mortgages. Escrow services are furnished by our Home Office and by all 
issuing agents. Financial statement and directory of issuing agents will be furnished upon 
request to Home Office or any branch office. So, since it’s Reliability you want and 

cannot do without, we invite your inquiry. 


AUtISaS (ily LL e Comp 


Capital, Surplus and Reserves exceed $3,000,000.00 
Title Building 112 East Tenth Street Kansas City 6, Missouri 








BRANCH OFFICES: 

Baltimore, Maryland—21 South Calvert Street 

Little Rock, Arkansas—214 Louisiana Street 

Nashville, Tennessee—S.W. Cor. 3rd and Union Streets 








